THE OUTLOOK 


Scrapping the Battleships—Unfunded Foreign Debts—The Railroad Labor Situation—Revenue 
Troubles— The Market Prospect 


UFFICIENT progress has been made industrially and 
commercially to indicate that we have passed the most 
critical period of the recent depression. While progress 

is by no means uniform and while, in fact, there are numerous 
instances of unsettlement in trade, the general movement is up- 
ward and forward. This is indicated in many industries, par- 
ticularly those involved in the production of the so-called basic 
products. Among these are iron, steel, non-ferrous metals, 
coal and oil. Building and railroad activity is greater and 
this is very reassuring. Distributing trade shows the effect of 
the holiday buying but the discriminatory policy of the public 
is still well maintained.. Prices show more stability and there 
are not a few instances of resiliency. Sentiment seems to be 
improving. In general, it can be said that we have seen 
the worst and while it may take a very considerable period 
efore business as a whole is on a solid footing the trend 
points unmistakably in that direction. 

i . 


ECRETARY HUGHES’ opening of 

the Arms Conference at Washington 

has proved all that had been expected. 

The Secretary of State has entirely changed 

the political situation with respect to this conference by mak- 

ing a bold proposal at the very outset, contemplating effective 

eduction of the navies of Great Britain, Japan and the 
United States. 

Details of this proposed cut are too lengthy to permit of 
any brief analysis, but in general would result in establishing 
a ratio of naval power equalling approximately six for Great 
Britain to five for the United States to three for Japan. Ail 
such brief statements of relationship are necessarily approxi- 
mate and subject to great revision in important detail. As 
to battle cruisers, for example, the proposed ratio of naval 
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strength would be quite different from that which it sug- 
gested for battle ships. The general idea, however, is made 
evident from the proposal to destroy or sink on the part of 
the United States over 800,000 tons of vessels, while Great 
Britain would sink or destroy something less than 600,000 
tons and Japan about 400,000 tons. 

As for saving to result from this curtailment, and the 
budgetary changes which must follow it, there is likely to 
be a great deal of difference of opinion and no little dis- 
appointment. The best estimates regarding the result of the 
change as affecting the United States seem to place the 
economy to us at not over $200,000,000 per annum, or 
about 5% of our present annual Federal budget. Such 
estimates, however, are defective since they do not take 
account of the real factor in the case-—the enormous saving 
of money and life which is effected if the danger of war at 
some time in the future is eliminated or even rendered more 
remote. It should be recalled that the great bulk of our 
present budget is the result of past wars whose cost is carried 
indefinitely in the form of public debt and the interest thereon. 

a 


HE government has rendered a useful 
service to the study of our trade and 
finance by publishing authentic figures re- 
garding the so-called unfunded balance of 
trade of the United States. During the war, when the Presi- 


OUR 
BALANCE 
OF TRADE 


dent's proclamation exercising a control over transfers of 
money to foreign countries was in force, the Federal Reserve 
Board, through its division of foreign exchange, was able to 
obtain from practically all dealers in exchange and re- 


mittances, substantially complete information concerning the 
sums due to and by us in our trade relations with other 
These have never been completely compiled until 
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nations. 








the present time, but the figures now issued show that just 
after the armistice the United States owed approximately 
$880,000,000 to foreign countries. This sum was the result 
of balances which had been accumulated here by foreign 
owners who wished to have them in a safe place, of unused 
credits, and of a variety of other factors. 

The statement that such a sum was owing furnishes a 
solid point of departure from which to figure our present bal- 
ance. After the armistice, credits of $2,500,000,000 were 
opened by the Government in favor of foreign countries, 
while on the other hand great merchandise balances in our 
favor came in as a credit factor. Some small issues of 
bonds have been placed in this market, but the net result 
of the entire situation on or about October | appears to be 
that of establishing a balance in favor of the United States 
in the form of open accounts on the books of banks, mer- 
chants, etc., of some $3,500,000,000, subject of course 
to such deductions as are due to cancellation of contracts, 
speculative purchases of foreign currencies by American 
citizens and other elements which are not yet subject to 
accurate computation. The main conclusion to be drawn from 
the showing is that we have gone practically as far as we can 
in the extension of this kind of unfunded accommodation. 

* 8 *& 


NNOUNCEMENT that a consider- 


—" able number of railroads have given 
CUTS notice to their employees of an intent to 


cut wages and have filed schedules show- 
ing such cuts with the Railroad Labor Board is of large 
importance from the standpoint not only of finance but also 
of general industrial peace. 

When the recently proposed railroad strike was “called 
off,” it was with the statement on the part of the leaders of 
the employees that they had what they considered an assur- 
ance of postponement of their wage issues until all questions 
affecting working hours had been disposed of by the Labor 
Board. This they regarded as tantamount to an undertaking 
to maintain their present scales of wages intact for a period 
of months probably running up to a year. Now it appears 
that the rules of procedure effective in the Labor Board may 
result in a necessity for earlier consideration of the whole 
issue, and that accordingly the assurance supposed to have 
been extended to them may prove to have been ill-founded. 

On the strength of this situation, new rumors of a railroad 
strike are heard, and it is the evident opinion of some Wash- 
ington officials that there is more than a little danger of that 
sort. The country never approved of the extension of any 
such assurance to the employees as they regard themselves 
as having received and, accordingly, there is likely to be 
but little sympathy for this interpretation of the recent attempt 
at a strike. Public opinion has come pretty definitely to 
accept the view that the railroad business, like every other, 
must be self supporting and must therefore be able to make 
its budgets balance. That labor cost in railroading is now 





excessively high is also a widespread opinion. The attempt 
to get the Labor Board to pass definitely upon the question 
one way or the other is accordingly likely to have very 
substantial public approval. 

* # # 


ISTINCT progress has been made by 


aoe AND the conferees on the tax bill with the 
PROGRESS result that a working agreement has been 


developed and that it may accordingly bx 
expected that President Harding will make the measure a 
law by his signature in the near future. This will end one 
of the most stubborn tax controversies that has raged in 
Congress for some years. It ends with a very decided vic- 
tory for the so-called progressive element—an element whose 
demands are, however, anything but progressive unless there 
is an identity between progressivism and socialism. 

The greatest criticism of the tax bill as it comes from 

_ conference must be that it includes so many of the undesir- 
able features which were introduced into it during its progress 
through the Senate and which tend to perpetuate, in time of 
peace, methods of taxation which were originally introduced 
on the excuse that they were needed as war measures, to be 
maintained only temporarily. 

As the bill stands it is not likely to be a very satisfactory 
revenue producer, Treasury experts estimating that its yield 
will be decidedly below what had been originally computed 
as essential. 

The Administration now turns to the consideration of the 
tariff, and is likely to be subjected to an equally severe test 
in that connection. Hearings are about to open and it will 
be necessary in the near future to decide between the Fordney 
proposal with its American valuation element and some modi- 
fied plan which would continue existing conditions of tariff 
collection even while advancing the rates. Dissatisfaction 
with the tax bill throughout the country is already evident. 
It will be greatly increased if an unsatisfactory tariff measure 
should be added, the one tending to aggravate the defects of 
the other. There is undoubtedly a strong and growing senti- 
ment in many parts of the country favoring the indefinite 
postponement of all tariff legislation. 

* * # 


HE long trend of the market is un- 
doubtedly upward and prices are 
making steady progress. The backbone of 
the movement is legitimate investment de- 
mand. A number of high grade bond issues having reached 
their approximate price, we look for further improvement in 
the lower grades of bonds and in the sound, preferred stocks. 
Active industrial, oil, mining and railroad shares are unmis- 
takably reflecting the improved banking situation, the lower 
rates for money, the increasing volume of production, the 
reduction in unemployment, and what is most important, the 
outlook for world betterment as represented by the Washing- 
ton Conference. 
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Disarmament a Step—Not a Solution 


Real Aims of Washington Conference of Far Weightier Significance—Breaking the World’s 


Financial Deadlock 


By JAMES B. MORMAN, Economist U. S. Treasury Department 


N an article on disarmament written for 

THE MAGAZINE OF WALL STREET, and 

which appeared in the issue of October 
29, I made this statement: 

“The burden which has brought pressure 
to bear on national executives, democratic 
and otherwise, to bring this conference 
into being is primarily financial with 
broad economic ramifications.” 

In this paper I propose to take this 
statement for a text. The question has 
been frequently asked of late, What are 
the real aims of the nations called to- 
gether in this conference? While the sub- 
ject of the limitation of armaments has 
forged to the front undoubtedly because 
the horrors of war still weigh heavily upon 
us, is this the ultimate end to be at- 
tained? If not, what are the real financial, 
economic and political problems with 
which this international conference has to 
wrestle? In view of the limited amount 
of information given out officially, can we 
hope with any reasonable certainty of 
being able to answer these questions? I 
believe we can, and this article is written 
solely with that object in view. 

That the subject of armaments is by no 
means the whole theme is shown by the 
fact that, in the call for the conference, the 
topics presented include not only the lim- 
itation of armaments, but also the settle- 
ment of Far Eastern questions. Since that 
call was issued broad hints have been made 
in Congress and outside of official circles 
that, besides the Fas Eastern question, the 
international exchange situation would be 
considered as well as the question of the 
indebtedness of other nations to our own 
people and government. 

This has been denied. But no thought- 
ful person who attempts to analyze the 
situation can escape the conclusion that 
these and kindred financial problems must 
inevitably receive consideration. For to- 
day international relations are primarily 
commercial and economic relations. They 
mean that large sums of money have been 
invested and are to be protected. If this 
much be conceded, then how can commer- 
‘ial and economic relations be satisfac- 
torily conducted with monetary exchange 
unstabilized and in the case of some na- 
tions steadily getting worse from day to 
day? 

Whatever else may happen during the 
conference, of this fact some economists 
feel quite certain that the economic and 
commercial relations of nations in 
the Far East, the debts of nations 
to this country, the means of ex- 
change, and other aspects of 
international trade and finance 
will force themselves to the 
front of the program. No topic, 
therefore, can be more timely 
or more important than an at- 
tempt to forecast and discuss 
some of the financial problems 
which face the international 
conference now in session in 
Washington. 
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The Nations Represented 


The national composition of the confer- 
ence itself is, in the first place, a clear inti- 
mation that economic exploitation and the 
international debt and exchange situation 
will come up for discussion and amicable 
settlement. All the nations of the world 
are not called together. A small number 
of them only have been invited. They in- 
clude the most prominent of the allied na- 
tions and those particularly interested in 
the Far East because of colonial, invest- 
ment and trade rights claimed by them in 
that part of the world. 

Let us look for a moment at the actual 
national makeup of the conference. There 
are represented the United States and the 
British Empire, the latter including dele- 
gates from Great Britain, Canada, Austra- 
lia and New Zealand. Besides these great 
English-speaking nations there are dele- 
gates from France, Italy, Belgium, Portu- 
gal and Holland representing continental 
Europe. There are also delegates from 
India, China and Japan as representatives 
of Asia, those from India being regarded 
as representative of the British Empire in 
the Far East. 

Every nation, then, with representatives 
in the armaments conference was engaged 
in the European war on the allied side ex- 
cept Holland, which was neutral. In this 
we get a clue as to the great significance 
of the conference. The question of the 
limitation of armaments, as we shall see 
later, dwindles irto comparative insignifi- 
cance as compared with the question of 
so-called national rights in the Far East— 
rights based primarily upon capital invest- 





















HON. CHARLES EVANS HUGHES 


Secretary of State, One-Time Presidential Nominee, 
Whose Startling Proposals on First Day of Conference 
Marked Him a Statesman of Rare Courage and Vision 


ments, economic exploitation, and commer- 
cial relations, 


National Aims in the East 


The primary purpose of the conference, 
as indicated by the nations represented, is 
undoubtedly commercial. The prosperity 
of our own nation depends in no small de- 
gree upon the exportation of our surplus 
products. For the present our national 
resources are regarded as unlimited. This 
nation can produce in many raw materials 
vastly more than we can nationally con- 
sume. The same holds true of manufac- 
tured goods of various descriptions. It is 
a problem of foreign markets with us as 
well as with other nations. On account 
of financial conditions in Europe at pres- 
ent that continent is temporarily off our 
list as a heavy consumer of our surplus 
products. It has been estimated that the 
nations of Europe alone already owe our 
merchants, banks and government some 
$18,000,000,000. They can not pay in gold 
because they do not have it; they would 
pay in depreciated currency, but the United 
States will not take it; they can only pay 
to a very limited extent in certain products 
of which an over-abundance does not exist 
in this country. 

Evidently, the question of armaments 
will have a bearing only as it may threaten 
the peaceful exploitation of the East by 
the nations directly and indirectly inter- 
ested. There is no escape from this con- 
clusion. In fact, it is now generally recog- 
nized that the main purposes of the con- 
ference are: 

(1) The abrogation of the British-Jap- 
anese agreement, 

(2) The formulation of a new agree- 
ment on Far Eastern question which will 
seek to recognize the legitimate economic 
and commercial aspirations of Japan. 

In case the first proposition is carried 
through, the United States is prepared to 
undertake not to outbuild Great Britain in 
naval armament. ‘If not accomplished, the 
continuance of the present English-Jap- 
anese agreement is regarded by our State 
Department as the greatest existing men- 
ace to the limitation of armaments and the 
ultimate peace of the world. 

The aim of all the interested nations in 
the second proposition is practically the 
same. It involves a guarantee of the au- 
tonomy of China and the economic and 
commercial exploitation of that country 

on equal terms. This could not be 
satisfactorily accomplished if the fear 

of war forever threatens the peace 
of the interested nations. Each 
nation desires to maintain and, if 
possible, to expand its present so- 
called “sphere of influence,” and 

China seems to be the one great 

eastern field for economic exploita- 

tion, 


Unsettled Conditions in the East 


Apart from the above-mentioned 
considerations, the economic, finan- 
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BARON TOMASABORO KATO 


Ranking Member of the Japanese Dele- 
gation—tThe Territorial Needs of Japan 
Constitute One of the Most Serious Eco- 
nomic Problems the Arms Conference 


Will Have to Solve 


cial and political conditions in the Far East 
are decidedly unsettled. For the last two 
or three years China has been a seething 
cauldron of political and social unrest. 
There has been no stabilized government 
for some time. 

Notwithstanding American expert ad- 
vice and material assistance, China’s finan- 
cial condition has gone 


packed into an area smaller than some of 
our own states, Japan must expand or 
lower the standard of living of her popu- 
lation. Her problems are thus primarily 
economic. She asks room for expansion. 
The mainland of Asia lies nearest at hand, 
and Japan long since established herself 
there. . 

Then, again, to the southward are the 
Philippine Islands, the Dutch and British 
East Indies, French Cochin-China, and 
other greas under the protection of Euro- 
pean nations. Notwithstanding that Japan 
feels tremendously the pressure of popula- 
tion upon subsistence, there must be a 
determination of the spheres of influence of 
other nations and their equal rights to eco- 
nomic exploitation under the circumstances. 

But Japan also claims special interests 
in Manchuria. It is known that Great 
Britain is inclined to make concessions to 
the Japanese on this point, but nothing has 
been indicated that the United States re- 
gards Manchuria as other than an integral 
part of China. 

Thus matters stand generally in the Far 
East. Problems political, financial and 
economic loom large on the horizon. 
The issues can no longer be dodged. 
The international conference is face 
to face with them and their settlement 
alone will be one of the greatest steps 
toward the future permanent peace of 
the world. 


The Rehabilitation of Europe 
With Far Eastern markets opened for 
the absorption of surplus products of the 
United States and other interested coun- 
tries, the problem of Europe still remains 
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was quoted at one-tenth of a cent; and the 
German mark, normally worth 23.82 cents, 
was quoted at nine-twentieths of a cent. 

Of the other European nations that are 
meeting in the international conference, 
their normal monetary units and depre- 
ciated currencies are expressed in Table I, 
herewith. 

Evidently, the depreciation of currencies 
in these countries is a tre- 
mendous drawback to any 





from bad to worse. Only 





within the past few weeks 
the Pekin government has 
taken steps to reorganize 
all its foreign obligations. 
It will attempt to insure 
prompt payment of all its 
foreign loans in order to 
maintain a continuance of 
its foreign credit. This 
program was elicited as a 
result of the recent note 
from Secretary of State 
Hughes calling attention 
to the serious situation 
created by China’s failure 
to meet her overdue loan 
of the Continental and 


England 


Portugal 





Country 


Country 
Great Britain 


Table I—Europe’s Wrecked Currencies 


Normal 
Monetary Exchange in 
Unit Dollars 
$4,865, 
197/19 
193/10 
46 


Pound 
Franc 


40%, 
19/5 
1.08 


Table Il—Obligations of Our Principal Allies 


Total Debt 
$4,573, 621,642 
3,634,911, 802 
1,809,112,932 
409,287,558 


$10, 426,933,934 


Unpaid Interest 
$407,303,284 
284,148,864 
161,078,881 
34,007,410 


$886,588,489 


Exchange 


development of commerce 
with the United States at 
the present time. The un- 
fortunate part of it is that 
the exchange rates are not 
stable from day to day. 
This depreciation and fluc- 
tuation in rates are the 
combined effects of war 
and the printing press. 
While the gold standard 
still remains as the basis 
of measuring the amount 
of depreciation, these na- 
tions are no longer on a 
gold basis because of ex- 
cessive issues of paper 
currencies without either 


Rate of 
Nov. 1 














Commercial Trust and 





Savings Company of Chi- 
cago. China’s internal problem, then, 
is at present fundamentally financial. 

But the greatest Far Eastern problem 
after all is one of population and expan- 
sion. For the maintenance of an increas- 
ing population there must be increased eco- 
nomic exploitation. It has already brought 
the spheres of influence into contact; it 
threatens to break down existing recog- 
nized boundaries. There must be exploi- 
tation of natural resources—peaceful, if it 
can be internationally arranged, for the 
good of the country exploited as well as for 
those making investments; but economic 
exploitation for a certainty. That is a fore- 
gone conclusion. How this can be brought 
about is one of the primary aims of the 
armaments conference. 

Japan is on the ground and knows the 
situation well. In her case there is no 
sentiment about it. The situation is seri- 
ous. With a population of nearly 78,000,000 
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to be considered. Will the conference dare 
pass by the financial condition of European 
countries as it affects the trade and com- 
merce of the world? Can prosperity be 
established in this country without a con- 
tinuance of this market? Europe has al- 
ways been our best buyer and will be again 
if monetary exchange can be stabilized and 
long-time commercial credits established. 
The question of the limitation of arma- 
ments is secondary to this problem of the 
rehabilitation of Europe. 

Let us open our eyes to some plain facts 
under this head. And the first fact is that 
sound monetary exchange can not be sta- 
bilized through the printing press. Aus- 
tria, Russia and Germany have tried it 
and signally failed. On November 1 the 
Austrian crown, normally worth in United 
States currency 20.26 cents, was quoted at 
less than one-twentieth of a cent; the Rus- 
sian rouble, normally worth 51.2 cents, 


gold, silver or goods to 
support them. When it is remembered 
that about 43% of our total business 
is export trade and that a large part 
of this trade was formerly with Euro- 
pean countries, the importance of this: 
problem at the international conference 
cannot be overlooked. 

In connection with this is the subject of 
indebtedness of the chief nations to our 
own government, 

Table II, attached hereto, shows the 
obligations of our four principal allies 
to the United States, including interest 
accrued and unpaid thereon at the last 
interest period. 

Besides these four principal debtors, 
there are 15 other nations which owe our 
government, including interest, nearly 
three-quarters of a billion dollars, making 
a grand total of $11,084,802,342. Then our 
merchants and our bankers have advanced’ 
credit to their limits, so that it has been 
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said in the United States Senate that 
Europe’s total debt to this country is 
about $18,000,000,000. 


Save Us, Lest We Perish 


If this does not constitute a real prac- 
tical problem for the conference, then 
nothing in the world does. As a matter 
of fact the two problems of unstabilized 
exchange and indebtedness to this country 
can not be shunned by the conference. 
For the signal of distress has already been 
raised. The non-payment of interest is 
an indication of an approaching financial 
storm. The United States as a govern- 
ment must come to their rescue. There 
can be no restoration of business, no more 


long-time credits, no hope of national re- 
habilitation without American aid. Our 
merchants and our bankers are almost 
powerless to render further help in the 
face of existing economic and financial 
conditions here. Our government is the 
only remaining agency to help in the res- 
toration of Europe. If this is not accom- 
plished, this international armaments con- 
ference will have met in vain, 

Intimations to this effect have already 
emanated from London and Paris, from 
Rome and Brussels, and from other na- 
tional capitals. From London comes the 
claim that “America must forgive her 
debtors” ; from Paris that “American pros- 
perity depends directly on the stabiliza- 





tion of Europe”; from Berlin that “Amer- 
ica’s gold surplus is confusing the natural 
course of world commerce”; from Rome 
and Brussels that “the United States 
should furnish raw materials of manufac- 
tures on long-time credits in order that 
we may work out our own salvation.” 
And so it comes from one capital or 
another—a call for help in the economic 
and financial restoration of nearly all 
European countries. This call has been 
re-echoed in our own country by 
economists and bankers. In an address 
before the American Box Manufacturers’ 
Association at Atlantic City on October 
7, the governor of the Federal Reserve 
(Continued on page 126.) 


Disarmament Would Not Hurt Steel 


Judge Gary and Charles Schwab Give Views—Schwab Discounts Monetary Loss—Gary Optimistic 


HE twentieth general meeting of the 

American Iron & Steel Institute 

was held at the Hotel Commodore, 
New York City, on Friday, last. 

At the meeting, the two most prominent 
men in the American steel industry—El- 
bert H. Gary, chairman of the board of 
directors of the U. S. Steel Corporation, 
and Charles M. Schwab, head of the great 
Bethlehem works—took occasion to ex- 
press their views as the effect of disarm- 
ament on the the steel industry. Both men 
agreed that the influence disarmament 
would have would be negligible; and that 
the good it would do would far outweigh 
any temporary monetary setback it might 
lead up to. 

Mr. Schwab, of course, was particularly 
emphatic. The country has come to ex- 
pect frankness and plain talk from this in- 
dustrial leader, and it was not disap- 
pointed. Said Mr. Schwab: 

“T can, of course, speak only for myself, 


CHARLES M. SCHWAB 


Head of the great Bethlehem works who 
says he would be glad to scrap that com- 
pany’s munitions machinery 
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but I believe I know and express the 
sentiments of others placed in positions 
similar to mine when | say this: 

“I am the head of the largest war 
materials manufacturing works in the 
world. The shipyards of my company 
build more naval ships than are built in 
any other yards under one management 
in the United States. But I have been 
thrilled beyond expression, as has every 
good American, by the brilliant and states- 
manlike scheme laid before the conference 
at Washington by. Secretary Hughes. 

“The carrying out of that plan may in- 
volve great monetary loss in some 
quarters, but such a thing as financial loss 
can be of no consideration when compared 
to the inestimable boon to mankind which 
would be involved in the realization of 
that magnificent plan. What red-blooded 
American would not, indeed, make any 
sacrifice if the burden of armament could 
be lifted from the shoulders of humanity. 
May God speed the day when this noble 
conception can be realized. 

“If the armed protection of our country 
is necessary, the establishment of which 
I am at the head will devote itself with 
all its energy to providing means for the 
protection of this country’s homes and 
families. But I say to you from the bot- 
tom of my heart that if the statesmen now 
assembled in Washington, under the far- 
sighted leadership of our President and 
Secretary Hughes, should find it possible 
to bring about disarmament and perma- 
nent peace, gladly would I see the war- 
making machinery of the Bethlehem Steel 
Corporation sunk to the bottom of the 
ocean. 


Gary Strongly Advocates Action 


Judge Gary, no less than Mr. Schwab, 
was outspoken in his views. Referring 
to the disarmament plan, he said: 

“The suggestions by some that there 
will be less steel manufactured as a re- 
sult of armament limitation are unworthy 
of even a passing notice. In the first 
place, the amount of decreases, if any, 
which is doubtful, would be small, and 
even though they might be large, no 
sane and right spirited person would con- 
sider pecuniary interest as of any im- 


portance when discussing national or in- 
ternational welfare. 

“Besides the benefits which would be 
derived by reason of all the nations liv- 
ing under peaceful conditions as compared 
with military conflicts are beyond calcu- 
lation. If means for the firm establish- 
ment and maintenance of peace can be 
found and generally assented to, it will 
mark an epoch of the greatest business 
prosperity, as well as the largest meas- 
ure of happiness that the world has ever 
witnessed. 

“Of course, there must be and will be 
many matters to be determined bearing 
upon the question of peace, outside of 
those suggested by the Secretary of State 
in his original proposition. There are a 
good many kinds of armament, some more 
destructive than others, but all important, 
and every one heretofore or hereafter 
discovered must be covered by the inter- 
national arrangement to be concluded.” 


HON. ELBERT H. GARY 


Chairman, U. S. Steel Corporation, 
spokesman of the American Steel indus- 
try, and a champion of disarmament. 
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The Outlook for Bond Prices 


Factors in the Recent Rise—How Individual Issues Have Acted—Lessons of Previous Markets 


HEN the editor of THE MAGAZINE 
W oF WALL Street asked me for com- 

ments on the present bond market 
and an expression of opinion concerning 
the future, he was good enough (or wily 
enough?) to remind me of some paragraphs 
I had written for the January 22d issue of 
this current year under the caption “Will 
Bond Prices Continue to Rise?” in which 
I had surveyed underlying money and busi- 
ness conditions in 1920 and made some 
predictions for 1921. He remarked that a 
sufficient number of these forecasts already 
had materialized to warrant a projection 
of present conditions into the future. 

We are all more or less human; there- 
fore, although this appears a time to be do- 
ing things rather than meditating, and al- 
though we all realize that the prognosti- 
cating pitcher sooner or later gets broken 
in the well, the virus of compliment did 
its work, and I dug out a copy of that is- 
sue to see what my luck really had been, 
before trying one more “last appearance” 
at the wheel. 


Conditions Reversed Since 1920 


The outstanding impression from that re- 
reading is the absolute reversal, almost 
without exception, of the economic condi- 
tions that obtained in 1920, particularly the 
first part of 1920, with the inferences that 
must be drawn as to coming security mar- 
kets and prices. 

With the fact that such a reversal ob- 
tains, we are all conversant, but it evi- 
dently needs the impact on our conscious- 
ness of instance after instance of the 
change‘in the very foundations of com- 
merce to make most of us realize the prob- 
able significance of present market move- 
ments. 

On the very eve of the tremendous thing 
that has overtaken us I spent four consec- 
utive hours with one of the great market 
operators of Wall Street (that is what the 
newspapers call them) and came away with 
the distinct impression, reinforced by his 
frank avowal, that this man saw no sign 
of impending change. “T am no bull at this 
time,” he said, “but I can change my opin- 
ion overnight, and if I do, you can’t see 
me for the dust.” (There is«the genius 
peculiar to his kind,—but that is another 
story.) 

So the following summary of economic 
reversals, now reimpressed on my mind in 
detail and sharp outline by the January 22d 
issue, even in its previous unreviewed, in- 
choate state, made me marvel that one so 
great in the utilization of price changes as 
my stock market friend should not have 
seen the woods because of the trees. Many 
yet are wnconvinced that fundamental 
changes have effected enduring results. 
Let us hope that they are entertaining the 
angel-messenger of a bull market una- 
wares. 

1920, then, was a year of large output, 
particularly in the basis commodity pig 
iron. 1921 is a year of minimum output, 
with iron and steel mills averaging about 


—What the Future Has in Store 
By LAWRENCE CHAMBERLAIN 


20% of capacity. The earlier part of 1920 
ended the greatest period of foreign trade 
in our history. 1921 witnesses the insol- 
vency of many foreign-trade concerns in 
America, with the volume of exports and 
imports only 52% of last year, and almost 
no new capital requirements. Whereas in 
1920 domestic and foreign demand com- 
peted with each other for American prod- 
ucts with resulting high prices, now in 
most lines the producer seeks the consumer 
with attractive terms in order to maintain 
manufacture in sufficient volume to keep 
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plants running, that personnel and organ- 
ization may not be lost, even though no 
profits be made. Whereas operating earn- 
ings in the forepart of 1920 were being sup- 
plemented by increases in inventory values, 
millions on millions of dollars of new se- 
curities have been issued in 1921 on com- 
panies that have had small or no operating 
earnings during the last twelve months, 
and in addition have been obliged to charge 
from their surplus through decline in in- 
ventory values a sum equal to the earn- 
nings of many months, 

Whereas 1920 saw the absorption of 
banking resources and credits in huge stores 
of raw materials, goods in process and 
merchandise on shelves bought and held 


“for the rise,” 1921 has kept bank vice- 
presidents at their desks months beyond 
vacation time while from the saturated in- 
ventories of a hundred thousand corporate 
debtors they squeezed out these credits— 
“liquidated” is the vividly descriptive 
word ;—liquidated values, flattened prices, 
and in so doing put themselves in position 
to accelerate, at the proper time, the se- 
quent constructive period in that continu- 
ous evolution called the “business cycle.” 


Peculiarities of Liquidation 


“Liquidation” is a curious thing. It 
moves, like Providence, in a mysterious 
way its wonders to perform. For illustra- 
tion, how many dispossessed seekers of 
apartments in New York City for the Fall 
renting season of 1920 could have imag- 
ined the number of unrented homes avail- 
able in that city October first of this year. 
At the former time you would call atten- 
tion to a “To Let” sign from your motor 
car as you passed. Now such signs are a 
fixture of many of the finest apartment 
buildings on Park Avenue, the most notable 
residential street in the world. Surely the 
population is no less; yet domestic housing 
capacity has been increased very little. To 
this mystery, like the mystery of hoarded 
money, we can always look for relief when 
conditions appear to approach the intoler- 
able. 

In 1920 the Administration, through the 
Federal Reserve Board, after public warn- 
ing of its intentions, felt it necessary to de- 
flate our monetary system by increase in 
rates of rediscount and by practical sug- 
gestions for alterations in the banking poli- 
cies of the member banks. Signs are not 
wanting, that for the time being at least, the 
Administration considers that its objects 
are in way of accomplishment. Week by 
week new high records are established for 
our national monetary reserves and lower 
rates of discount and interest for current 
and long term borrowings, and influences 
emanating from Washington seem exactly 
Opposite to those of last year. 

With the evidence on every hand, even 
as-early as January, 1921, that pressure for 
the use of funds was in process of dimish- 
ment here and from abroad, by means nat- 
ural,—that is, economic,—and artificial,— 
that is, regulative—one need not be the 
seventh son of a seventh son to have de- 
scribed the subsequent courses of markets 
and prices. 

In January it seemed reasonable to sup- 
pose that since the expansion of commerce 
found expression more in the enlargement 
of the volume and value of “quick assets” 
than in plants, the period of liquidation 
would be shorter than in past industrial 
crises. You can more rapidly obliterate an 
oversupply of billets, food products, or the 
like, than you can eliminate an oversupply 
of manufacturing floor space, or untenant- 
ed dwellings. Therefore, we should not be 
surprised that the worst of this present de- 
pression is behind us, after a briefer period 
of punishment than usual. 
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The Drop in Commodities 


The second surmise of the January pa- 
per was a continuance of the downward 
trend in commodity quotations, “although 
in lines where prices are now unduly de- 
pressed higher prices may soon prevail.” 
The average price trend in this country did 
contitfue downward until May 10th, when 
Bradstreet’s index stood at 10.8208, but 
since then there has been a revival to the 
figure 11.3514 as of November llth. Of 
three noteworthy commodities that to 
many then seemed unduly depressed, sugar, 
cotton and oil stood out; sugar has done 
little, but cotton has risen from 11% to 21 
cents a pound, and Pennsylvania crude oil 
from $2.25 to $4.00 a barrel. The possibil- 
ities of reaction in commodity prices are 
brought home as [ learn that one of my 
friends, with a reputation for conservatism, 
who is Professor of Economics in one of 
the great Eastern Universities, at a public 
dinner recently predicted a 50% advance 
in the price level of staple commodities be- 
fore the end of 1922! 

To offset in part any such reversal of the 
trend of the winter of 1920-21, we should 
remember that the prices of labor, building 
materials, of housing and many other en- 
tities of importance were not unduly de- 
pressed in 1920. These prices may very 
well continue their tardy decline for 
months, even for years. Labor is the great- 
est single cost in transportation; yet hardly 
have the echoes of a national railway strike 
subsided before the executives of the roads 
calmly announce a determination to make 
further reductions. 

Therefore, the effect on security prices of 
present conflicting tendencies in commodity 
prices is not so clear now as it was in the 
beginning of 1921. When the census of the 
Federal Department of Labor announces a 
substantial reduction of the estimated num- 
ber of unemployed in the United States 
from 5,735,000 in August to 4,000,000 (or 
is it 3,500,000?) at present—one realizes 
again that there may be a weakening of the 
forces that initiate higher security prices, 
though it may take months, or even years, 
for this effect of these forces fully to ex- 
pend itself. 


The Improvement in Bond Prices 


Unemployment and a lowered wage scale 
and lowered prices in general, it was stated 
in January, “give a greater value to fixed 
incomes and gradually enhance the prices 
of securities carrying a fixed return. Rates 
of interest should tend to decline.” Let us 
first consider bond prices. The best way is 
to visualize the improvement that has taken 
place. 

On January 18, 1921, the fourth Liberty 
Loan coupon 4%s due 1938 were bid 87.60, 
which is a yield of 5.34%. On November 
Oth, this issue was 95.56 bid, a yield of 
4.54%. In other words, the increase in 
value of this standard prime security of 
medium-term Government type was 8.96 
points, or 10.23%, and the loss in net inter- 
est yield on the purchase price was eight- 
tenths of one per cent. 

With this explanation of the significance 
of the table, and with the caution that other 
things being equal, price differences are 
greater the longer the duration of the loan, 
let us examine various price changes in dif- 
ferent types of standard high-grade bonds 
listed on the New York Stock Exchange 
enjoying a broad market there. The quo- 
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tations in each case are the bid prices on 
January 18th and November 9th of this 
year with the corresponding yields as of 
these two dates. The reader is advised 
that the most significant figures, mathe- 
matically speaking, are the net interest 
yields, since they are not affected by the 
length of life of the bonds, 


Conclusions to Be Drawn 
The following conclusions, among others, 
may be drawn from these tables: 

1. During the current year the advance 
in market value of standard invest- 
ment securities is sufficiently pro- 
nounced to mark it as a primary price 
movement, strongly intimating the 
customary sequence of a still more 
marked advance in stocks, and later, 
a business revival. It should be re- 
membered, as I have stated elsewhere 


hm 


are nearly coextensive in duration, 
coextensive the 
movement in bonds anticipates the 
movement in stocks. 
c. The greater part of the recovery 
in bonds is accomplished before 
the greater part of the recovery 


b. But when not 


in stocks, 


d. In both cases, price-depression is 
usually brief and acute, but price 


elevation 


is prolonged, 


and, 


es- 


pecially in the case of bonds, the 
ultimate change to the downward 
trend is very gradual. 
e. The range of stock fluctuation is 
several times that of bonds. 
Although the bond revival began prior 
to January of this year, the greater 
part of the advance from the low of 
the present business depression is in- 


























that corporated in the gains above; and 
a. Bond and stock price movements (Continued on page 144) 
American Civil Loans 
% Change 
Bid Price Bid Price Points Yield Yield in 
| Jan, 18 Nov.9 Change Jan. 18 Nov.9 Yield 
4th Liberty Loan 4%s ....... 1938 87.60 96.56 8.96 5.34 4.54 8 
N. Y¥. State Canal 4%s...... 1964 101, 102, 1, 4.45 4.39 .06 
5 Bh. Wer Ge Pibs. cccccccccce 1960 86, 92. 6. 5.07% 4.70 37% 
—— 
Foreign Civil Loans 
% Change 
| Bid Price Bid Price Points Yield Yield in 
Jan, 18 Nov.9 Change Jan. 18 Nov.9 Yield 
Berne (Switzerland) 8s....... 1945 96, 106% 10% 8.38 7.39 .99 
Bordeaux (France) 6s8....... 1934 82% 86 31, 8.14 7.73 41 
Dom, Canada 5s ........... 1931 883, 9419 5% 6.52 5.74 -78 
French Republic 8s 1945 7% 100% 8% 8.24 7.96 28 
Switzerland @s . , .. 1940 102% 109 6% 7.72 7.12 6 
United Kingdom 5%%s ...... . 1987 855, 94 &% 7.01 6.11 a) 
Underlying Railroad Bonds 
% Change 
Bid Price Bid Price Points Yield Yield in 
Jan, 18 Nov.9 Change Jan. 18 Nov, 9 Yield 
| Atchison Gen, 4s............ 1995 78% 82% a 5.15 4.90 25 
, Geek, Ge, Giicceccesceee Ee 76% 79% 243, 5.51 5.34 17 
Louisv. & Nash. un, 4s...... 1940 831, 844 1 5.40 5.35 05 
N. Y¥. Cent. ref. mtg. 3%s.. 1997 6814 70% 2% 5.16 5.00 16 
Se Se GP cccnsessicecas 1997 78 801, 2% 5.16 5,02 14 
Pennsylvania con, 4s ....... 1948 83% 821, 14° 5.15 5.25 .10*¢* 
| Southern Pac. ref, 4s....... 1955 77 79% 2% 5.50 5.29 21 
Union Pacific Ist 4s ........ 1947 835% 844, % 5.14 5.10 04 
(*=loss, **—gain.) 
Representative Public Utility Bonds 
% Change 
Bid Price Bid Price Points Yield Yield in 
Jan, 18 Nov.9 Change Jan. 18 Nov.9 Yield 
Amer. Tel. & Tel. coll. 5s... 1946 81% 91% 9% 6.46 5.64 82 
Detroit Edison ref. 5s....... 1940 805, 65% 4% 6.81 6.82 49 
Laclede Gas ref. 5s8......... 1934 71 84% 18% 8.78 6,95 1,83 
Montana Power ref, 5s...... 1943 86 90 4 6.16 5.82 34 
Pacific Gas & Elec. ref. 5s... 1942 77 85%, 8% 7.18 6,30 83 
Public Ser. Cor. N, J. 58.... 1959 60 70 10 8.57 7.36 1,21 
Western Union r. e. 4%s.... 1950 79% 845, 5 6.59 6.15 “4 
Representative Industrial Bonds 
% Change 
Bid Price Bid Price Points Yield Yield in 
Jan, 18 Nov.8 Change Jan. 18 Nov, 9 Yield 
Amer. Smelting Ist 5s....... 1947 77% 84 6% 6,82 6.27 -55 
Armour & Co. Ist 4%s...... 1939 79 841, 5% 6.48 6.00 48 
Bethlehem Steel ref. 5s..... 1942 82% 87 4% 6.55 6,08 46 
Gen, Elec. deb. @8........++ 1940 100% 103 2% 5.99 6.72 27 
Liggett & M. deb. 5s........ 1951 80 90 10 6,52 5.70 82 
U. 8S. Rubber ref. 5s........ 1947 78% 83 4% 6.79 6.35 44 
TW. GB Ghee Ge cccccccsccsae 1963 95% 97 1% 5,27 5.17 10 
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Is Farm Co-operative Movement a Menace to 


Business? 


Amazing Progress Made—The Farm Bloc—Entire Established Relations Affected—How Investors 


LEVEN years ago a city chamber of 
commerce and a railroad started some- 
thing. That something—the farm bu- 

reau idea—has grown to such proportions 
that the cities and the railroads of the 
whole country now stand in awe of it. 

The enterprising business men of the 
Chamber of Commerce of Binghamton, 
N. Y., and George A. Cullen, then traffic 
manager of the Lackawanna, when they 
started the agricultural bureau of the 
Binghamton chamber in 1910, could not 
by the wildest stretch of their imaginations 
have foreseen that in the year 1921 their 
little local effort to re- 


Would Fare Under New Order 


By THEODORE M. KNAPPEN 


‘ operative buying and selling and ‘discov- 


ered the ancient truth that there is strength 
in union. 


What Happened 


To cut a long story short, the county 
bureaus formed state federations and then, 
in 1920, established the National Federa- 
tion of Farm Bureaus, which towers above 
all the farmers’ organizations of the past 
and all the others of the present as the 
Woolworth towers above St. Paul’s. The 
farm bureau membership now approaches 
1,500,000. The annual dues are mostly $5 


tatives are for the farmers first, last 
and all the time. 

The bloc was formed for two purposes; 
first, to secure the enactment of legislation 
promotive of the agricultural interest, and, 
second, to shape legislation in general, par- 
ticularly fiscal statutes, in accordance with 
the farm bureaus’ ideas of economics and 
equity. However, the farm bureaus are 
not in politics; they have formed no politi- 
cal party, they are not in sympathy with 
the Non-Partisan League. Legislatively, 
they have simply taken a leaf from the 
history of Big Business and brought to 

bear upon Congress a 





deem a backsliding farm- 


pressure that is as as- 





ing community would 
have grown into two 
thousand federated farm 
bureaus and become the 
most effective and vig- 
orous champion of 
American agriculture 
that industry has ever 
had. Perhaps, had they 
known that their child 
was destined to become 
the bagey of railroads 
and a menace to estab- 
lished merchandising 
methods, they would have 
hastened to strangle it 
at birth. 

As for the politicians, 
there was no _ prophet 
among them who even 
dreamed that the mighty 
tree that was to grow qi) 
from the seeds of Bing- 
hamton’s effort to en- 
courage local agriculture 
would one day over- 
shadow the Capitol and 








Possible Effects of Farm Co-operative Movement 


in Various Fields 


Railroads 


Freight rates forced down 
Nationalization 


Meat Packers 


Crimped (by Bloc Law Putting Stock Yards Under Fed- side, which bears 
eral Control) 


Grain Industry 


Dealers Pinched by Futures Trading Law 
Elevator and Warehouse Investments Jeopardized tries. 
Grain Commission Merchandising Threatened 


Investments 


Farm Mortgages Severely Restricted (by $25,000,000 
Addition to Revolving Fund of Farm Loan Banks and 
Other Probable Influences) 

(2)+ Existing Short-Term Security Field Much Amplified 


tute as it is persistent. 
Behind the Legislative 


Program 

Behind both their 
legislative and _ eco- 
nomic programs is a 
definite . program of 
modernization of the 
business of farming on 
its buying and selling 
a 
close analogy to the 
familiar consolidation 
and integration of 
manufacturing and 
transportation  indus- 
In its last an- 
alysis this program 
aims at nothing less 
than the consummation 
of the greatest business 
control in the world— 
that of the $80,000,- 
000,000 American farm 
industry. The 6,500,000 
farmers of the country, 

















dictate legislation to party 
leaders in House and 
Senate and in the White House itself. If 
they had they would never have passed the 
Smith-Lever act in 1914 which infused the 
veins of the farm bureau movement with 
the life-blood of cash from the United 
States treasury. They thought they were 
merely providing funds with which to pay 
a part of the salaries of country agricul- 
tural agents—farming experts—who were 
to help the farmer solve his problems on 
the ground. Groups of farmer formed 
themselves around these county agents in 
order to establish a system and a machin- 
ery for utilizing their services. They took 
different names, but the farm bureau appel- 
lation prevailed. They were universally sus- 
cessful in promoting scientific tillage, cor- 
rect stock breeding and business manage- 
ment of farms. They brought the farmers 
together, not for windy political discus- 
sions, but for their practical every-day 
benefit. The members became accustomed 
to group action and team work. They 
began to make little experiments in co- 
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apiece, but the tendency is to make them 
$10. Most of the immense resulting reve- 
nue is retained by the county and state 
organizations, but out of every payment 
of annual dues 50 cents is passed along to 
the national treasury, 

Great as is the work that the bureaus 
perform directly for the farmers, their 
chief significance lies in the fact that they 
have become the benign and fecund mother 
of a host of organizations, local and gen- 
eral, that are striving to solve all the fiscal 
problems of the farmers along co-operative 
lines. Almost as significant is their influ- 
ence on legislation, both state and national. 
It is almost superfluous to assert here 
that, through the farm bloc in Congress 
(which, though sponsored by all the 
farm organizations, is the creation of 
the National Federation of Farm Bu- 
reaus), the farmers are today in con- 
trol of the only efficient legislative 
machine in Congress. At least twenty- 
five senators and one hundred represen- 


representing with their 
families and employees 
at least one-third of the population of the 
country, are to be economically emanci- 
pated through the tireless industry, the 
sagacity and the resources of the farm bu- 
reaus. No more, if the farm bureaus pre- 
vail—as they bid fair to do—is the farmer 
to be the universal national goat; the chief 
absorber of readjustment shocks, the eter- 
nal buyer at sellers’ prices and the tradi- 
tional seller at buyers’ prices, the chief de- 
positor and the smallest borrower in banks. 
Co-operative corporations of regional and 
national scope are springing up like weeds 
to effect the “orderly marketing” of every- 
thing that is produced on the farm, having 
as their feeders local co-operative associa- 
tions. The Grain Growers, Inc., aiming 
at a huge pool of the grain crops, though 
only a few months old, has already signed 
up the producers of 40,000,000 bushels of 
grain annually on five-year contracts and 
has secured the entire output of 600 eleva- 
tors. Rising behind the Grain Growers 
and other national marketing organizations 
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is a hundred-million dollar finance cor- 
poration. At present the grain pool cor- 
poration is being financed by the Equity 
Co-operative . Exchange of Minnesota, 
which has established a $15,000,000 credit 
with the War Finance Corporation, and is 
bringing the Minneapolis millers to terms 
after a decade-long struggle. Down South, 
particularly in the Southwest, cotton is 
flowing into the cotton marketing associa- 
tions in vast white streams. Already it 
is stated that the Oklahoma Cotton Mar- 
keting Association is the largest co-opera- 
tive marketing organization in the world. 
It has borrowed about $3,000,000 from the 
War Finance Corporation and more from 
southern and New York banks. Virtually 
all of the characteristic products of Cali- 
fornia soil are new handled by co-opera- 
tive marketing associations. Scattered 
through the West are between 5,000 and 
,000 local co-operative elevator companies. 
Wool is being marketed through pools 
everywhere. Thirty per cent, of all the 
cattle coming to the Chicago market is 

shipped by co-operative selling associa- 

tions, and under the auspices of the Na- 

tional Farm Bureau Federation an 

elaborate plan of central marketing is 

being evolved. The National Dairy- 

men’s League has almost completely 

‘co-operatived” the channels through 

which milk flows from the farm to 
ity distribution. The Bureau of Mar- 
<ets of the Department of Agriculture pub- 
lishes figures that show that agricultural 
‘o-operation has increased 600 per cent. 
within a year. Forty-four per cent. of the 
farmers of the great state of Minnesota are 
n co-operative organizations. According 
to the 1920 census, 511,000 farmers sold 


EUGENE MEYER, JR. 


Eugene Meyer, Jr., is weer “Wall Street 
man,” who, like Bernard M. Baruch, developed 
into a national figure following appointment 
by President Wilson to an important Govern- 
ment position during the war. Mr. Meyer, 
according to Theodore Knappen, is keenly in- 
terested in the Farm Co-operative Movement. 
$722,000,000 worth of products through 
co-operative agencies and 329,000 farmers 
co-operatively bought $84,000,000 worth of 
goods. 

So far co-operation has been mostly on 
the selling side, but powerful agencies and 
forces are now beginning to push co-opera- 
tive buying and a big drive is being made 
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to carry co-operative selling to the direct 
trading stage, so that the farm co-opera- 
tive will sell directly to the city co-opera- 
tive consumer. It should be noted, how- 


HON. ARTHUR CAPPER 


Senator from Kansas 


We egnhy & Senter Gan one of the 
most active members of U. S. Senate, 
should be written. He . in as a com- 
positor for the Topeka “Daily Capital” in 1884; 
eight years later he was proprietor; in 1915 
he was elected Governor of Kansas. Senator 

's whole influence has been thrown on 
side of constructive farmer legislation 
his appearance in Washington. 


ever, that the farm bureau movement is not 
yet showing much enthusiasm for co- 
operative buying, but is concentrating on 
the co-operative distribution of 
products. The minor farm organizations, 
however, are intensely interested in co- 
operative buying. The bureaus believe in 
feeling their way, and are sure of their 
ability to handle the selling end. They do 
nothing in a haphazard way. They have 
their expert economists, statisticians, re- 
search corps, legislative manipulators and 
keen business managers gleaned from the 
business world—and on salaries that would 
have given an old-time populist a purple fit. 


Wall Street Brains Help Out 

Not only that, but they have successfully 
sought counseling brains in Wall Street 
and its vicinage. Bernard M. Baruch 
long a sympathetic student of agricultural 
economics—was called in at the inception 
of the national marketing movement a year 
ago, and since then the integrating farmers 
have worn a path to his office door, and he 
is generally credited with a large part of 
the almost uncanny success with which the 
farmers have met. 

*Baruch has, in fact, been designated as 
their financial adviser by the leaders of 
the new agricultural movement, though 
how closely they will follow his recom- 
mendations remains to be seen. The more 
radical element is inclined to be impatient 
of his cautiously shrewd tutelage, which 
favors conversion instead of the demoli- 
tion of the existing mechanisms of agri- 
cultural finance and commerce. Among 
other things, Baruch has told the farmers 
that if they hope to succeed with such 
colossal enterprises as the Grain Growers 
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Corporation they must not hesitate to put 
such a practical grain man as Julius 
Barnes at the head of it and let him sur- 
round himself with the sort of executives 
he would choose in a private money-mak- 
ing enterprise. 

Eugene Meyer, Jr., managing director 
of the War Finance Corporation, who 
came out of the New York financial dis- 
trict_to direct the billion-dollar credit the 
farm bloc got for the farmers, is thicker 
than cream with the bloc and the Farm 
Bureau national officials. Meyer is so 
strong for the farmers that he announced 
that he was taking the billion to them, 
instead of waiting for applications. 
Baruch is credited with believing that the 

biggest, most urgent and most 
generally beneficial task of the 
time is the business modernization 
of farming, for he sees in it con- 
tentment and stable prosperity for 
the farmers and, hence, a pros- 
perous and stable nation. It is 
curiously commented on _ that 
Baruch and Hoover, the two out- 
standing civilian executives of the 
war, have traded places. Baruch 
was America’s general business 
manager, as chairman of the War 
Industries Board, and is now steer- 
ing the farmers, whereas Hoover, who 
represented the food side of the war, is 
the official national business leader, as Sec- 
retary of Commerce. 


What the Movement Means to Business 
Men 


Such a stupendous thing as the commer- 
cial and financial consolidation of the enor- 
mous American agricultural industry, rep- 
resenting one-third of the wealth of the 


BERNARD M. BARUCH 


“Barney Baruch” is known wherever Amer- 
ican investors meet. He first became nationally 
tay = when he was appointed to the Ad- 

visory Commission of the Council for National 
Defense by President Wilson in 1916. Since 
then, Mr. Baruch has become even better 
known through his active interest in the farm 
co-operative movement. 


nation, is a phenomenon that should com- 
mand the interest of every man with a 


business stake. Already the movement 
is a potent factor in the value of railway 
securities. It is forcing down rates and 
blocking railway financing through the 
(Continued on page 146) 
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Steady Progress Toward Normal Business 


Marked Financial Improvement—Securities Moving Higher—Unemployment Decreasing 
By H. PARKER WILLIS 


EVELOPMENTS during the 

month of November have thus 

far been, for the most part, of a 
very encouraging description, calculated 
to stimulate the belief that decidedly 
better conditions may be expected at 
an early date. Among the outstanding 
elements of the situation which afford 
warrant for this view, the continuous 
easing of credit and the increase in the 
available loan supply may be mentioned 
as important factors. Other influential 
developments of a more strictly com- 
mercial or business description are seen 
in the extension of manufacturing 
activity and in the practically con- 
tinuous improvement of demand 
throughout the country. The fact that 
prices have appeared to reach a stable 
condition, as indicated in current index 
numbers, is a phase of the situation 
which should not be ignored and whose 
importance is far reaching in its signifi- 
cance. Disturbed conditions in foreign 
trade have given way in some countries 
to a more stable state of demand and 
a better aggregate call for goods, al- 
though the exchange situation in many 
countries of Europe, and particularly 
in Germany, has continued to be un- 
certain and depressed so that actual 
prospects for the recovering of business 
in those parts of the world are still 
very indeterminate. 


Financial Improvement 


Glancing over the entire field of busi- 
ness development it seems clear that 
the most marked indications of im- 
provement are now visible on the 
financial side of commercial conditions. 
The outlook may be briefly summed up 
as follows: There has been a very 
decided easing of credit due to the 
liquidation of the so-called “frozen 
loans” followed by the lowering of 
rates of interest. There has further 
been a decided growth in investment 
demand which has taken effect both on 
the bond and stock side of the securi- 
ties market. There has been a marked 
tendency toward reduction in the cost 
of capital sales of short term funds 
and a better and more hopeful attitude 
on the part of bankers toward business 
enterprise in general. All of these ele- 
ments have combined to strengthen the 
basis of our financial structure in a very 
material degree. 


Changes in Interest Rates 

The accompanying graph illustrates 
some of the tendencies in interest rate 
movements although it does not reveal 
the most recent changes. A rate of 5 
and 5%% for time money has been 
fairly definitely established, and at the 
same time current charges for call 
funds have been as low as 4 to 4%4% 
for considerable periods, with occasional 
loans as low as 3%% in the outside 
market. The fact that at the opening 
of November the Federal Reserve 
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Banks reduced their discount rates to 
a general figure of 4%4% in the East 
and ,54%4% in the West (with some 
variations) is regarded by some as af- 
fording the basis for this cut in call 
and time rates, but for reasons stated 
in earlier issues of this magazine, it 
may well be doubted whether any such 
direct connection exists. 

The connection is rather to be found 
between the Federal Reserve Bank 
rates and the charge for commercial 
paper which has also been showing a 
perceptible, although as yet relatively 
limited, decline being shown in the ac- 
companying graph as 54%. At the 
same time it is of much interest to note 
that the rates for long term accommo- 
dation have materially fallen, as are 
shown by the general advance in the 
price of bonds and the higher capital 
value of such securities, corresponding 
as usual to a fall in the actual charge 
for capital. There would seem to be 
but little doubt that capital funds are 
slowly accumulating and are being ap- 
plied, as they should be, to the develop- 
ment of productive industry, inci- 
dentally furnishing, of course, a broader 
basis for general investment and even 
for speculation. 


Securities Moving Higher 


It has been a natural concomitant of 
this situation, coupled of course with 
the better industrial outlook, that se- 
curities have also tended to move 
higher. As indicated in the investment 
graph herewith submitted, the value of 
twenty-five industrial stocks on the 
New York Stock Exchange shows for 
the latest average statement therein 
computed a value of 80—72.5. At the 
same time the index of corporation 
credit, representing the value of ten 
selected bonds, is approximately 5.15. 
These figures and later data relating 
to the same general range of conditions 
show that the upward movement in 
bond values which started some two 
months ago in a limited range of gilt 
edged issues was first extended over 
the whole field of bond investments, 
taking in especially industrial issues, 
and has now spread, as is usually the 
case, to the stock market. 

It has been the history of past years 
of recovery from depression that more 
hopeful conditions first showed them- 
selves in bonds and spread from there 
to the stock market, and that experi- 
ence is being  paralled at present. 
Altogether, therefore, the outlook in 
the securities field as shown by the in- 
dexes employed in this study is hope- 
ful. Conditions surrounding the gen- 
eral investment and marketing situation 
point to a still further easing of money 
rates—although probably not a very 
marked change in that direction save 
perhaps temporarily in the call money 
field—while they also indicate a further 


upward turn in values, especially of 
bonds, and also of the better invest- 
ment stocks. 


Activity of Trade 


The situation in money and invest- 
ments would furnish ground for the 
expectation that a more active demand 
for goods was setting in—that is to 
say, that more active buying power was 
being exerted in the purchase of com- 
modities. Greater activity in the turn- 
over of bank deposits almost invariably 
accompanies higher prices for stocks 
and bonds. It is therefore not surpris- 
ing to find that the latest figures for 
debits to individual deposit account 
show a figure of approximately $34,- 
300,000,000 as against the last preceding 
figure of $31,619,000,000. Incomplete 
figures for November show that this 
increasing activity of deposit accounts 
is still continuing, a fact which is indi- 
cated by the upward movement of the 
deposit line in the accompanying graph 
on that subject. 

Credit is thus not only cheaper and 
more abundant but it is also more ac- 
tive. Facts as to the retail trade situa- 
tion, made public from time to time by 
the Federal Reserve Board through the 
medium of its index of retail trade, 
show that there is also a decided growth 
of operations in large retail establish- 
ments, a fact which strongly tends to 
bear out the opinion that the general 
buying strength is materially increasing. 


Condition of Production 


There are factors which appear to 
conflict with one another in the field 
of production, but the generai showing 
is to the effect that output is steadily 
increasing in many lines. The steel in- 
dustry is still, as it has been for some 
months past, rather enigmatic. There 
has been a falling off of unfilled orders 
on the part of the United States Steel 
Corporation, as is indicated by the ac- 
companying graph on that subject, al- 
though this falling off is small. At 
the same time that this decline has 
taken place in unfilled orders, an ad- 
vance has apparently occurred in the 
output of many basic iron products. 

The discrepancy here is undoubtedly 
due to the fact that a much larger pro- 
portion of steel plant capacity has been 
called into operation of late, the result 
being that some portion of previously 
unfilled orders has been satisfied, at the 
same time that the gross output has in- 
creased. When we turn from the steel 
situation to other fields of business, the 
indications of increased production are 
even more noteworthy. In copper, 
there has been a considerable reduc- 
tion of unused supplies and some in- 
crease in the activity of the. mines. 
Leather industries show an increasing 
output and a better demand. The tex- 

(Continued on page 136) 
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“HELLO” 
Mr. Jones, a prosperous business man, 
receives a call from New York. The call 
flatters his vanity where it should arouse 
his suspicions. 


N the first article of this series the mo- 
dus operandi of the 1921 model bucket 
shop was outlined and some illustra- 
tions given of the manner in which vic- 
tims are obtained, built up and “cleaned.” 

The exhibits given of the machinery 
used by the illegitimate broker to mulct the 
public included confirmations of purchases 
and sales sent from legitimate New York 
Stock Exchange and Consolidated Stock 
Exchange firms to bucket shops, which 
have adopted the practise of opening mar- 
gin accounts with such “regular” firms. 
Then when, as may sometimes happen, the 
“broker” is haled to court or to the office 
of the District Attorney—or when, may- 
hap, a Postoffice Department inspector 
drops in—it can be shown that the order 
given by the bucketeer’s client was actually 
executed on a real Exchange floor. 

The Case of William Jones 

Turning aside for the time from a con- 
sideration of the practise of “taking the 
side of the market opposite to the custo- 
mer,” it will be instructive to the lay read- 
er to contemplate the steps by which the 
“prospect” is built up. Take, for instance, 
the case of William Jones of Utica, or 
Cincinnati, if necessary (for any place 
that can be reached by telephone ~is 
“worked” by the bucket shop) who 
give an order to Bunkem and Skinnem to 
buy 100 shares of U. S. Steel at the mar- 
ket price. 

Jones’s order being received, Bunkem 
& Skinnem, who have an account with 
Okay & Co., members of an exchange, buy 
on margin 100 shares of U. S. Steel, enter- 
ing it on their books for the account of 
William Jones. On being notified of the 
execution of the order by Okay & Co., 
Bunkem & Skinnem send a confirmation to 
Mr. Jones stating: “We have bought for 
your account and risk, 100 shares of U. S. 
Steel at 80”—or at whatever the price may 
be. This is-then entered on the bucket 
shop books as Mr, Jones’s purchase. 

So far as the books of Bunkem & Skin- 
nem go, the William Jones account will re- 
main that way until Mr. Jones gives an 


How Bucket Shops 


Methods of the Telephone Salesman— 
Article II— 


order to sell his Steel. Then the same ma- 
chinery will be employed. Mr, Jones will 
get a regular statement, with interest 
charges on his “debit balance” all nicely 
figured out and everything will be meticu- 
lously exact as though Mr. Jones’s brokers 
were the biggest firm in the New York 
Stock Exchange. The statement will even 
have printed across it in red ink the injunc- 
tion to “Preserve this for income tax pur- 
poses.” It looks all right. 

What will mystify the average man is 
the fact that Bunkem & Skinnem get noth- 
ing out of the transaction. As “brokers,” 
they have charged Mr. Jones of Utica $15 
commission on the purchase and $15 on 
the sale, but not being members of 
the New York Stock Exchange they 
have had to pay the same com- 
mission charges to Okay & Co. as Mr. 
Jones had paid them, But then, any one 
who has ever conversed with bucket shop 
operators knows how they exude philan- 
thropy at every pore. They love their fel- 
lowmen, They yearn to see the time when 
all men will be good, pure and noble. And 
as cleanliness is next to godliness, they put 
all their clients through the cleaning proc- 
ess as quickly as may be. 


What Jones Cannot Know 


Of course any one looking into the trans- 
action between Jones of Utica and Bunkem 
& Skinnem would have the right to check 
up on that particular account. But he will 
have no access to the accounts of others. 
For that reason he will be unable to learn 
that, in addition to making the purchase of 
100 Steel for Jones of Utica, Bunkem & 
Skinnem on the same day and at probably 
the same minute sold 100 Steel through 
Okay & Co. So that, virtually, Mr. Jones 
was sold out instantly. The order was 
bucketed, in other words, but so deftly and 
so “legitimately” that it would take an audit 
of the books—such as possibly would be 
undertaken by a receiver in bankruptcy—to 
determine that the order selling 100 Steel 
at the time 100 shares were also bought for 
Jones of Utica was only an order for a 
dummy account—a house account—the pri- 
vate account of the backer of the bucket 
shop, this being the tap through which the 
profits of the business are gradually and 
unobtrusively drawn. 

At times, when market conditions ob-, 
viously favor such action, the counter-po- 
sition will not be taken immediately but 
the stock will be allowed to “ride” higher. 
If it continues to advance after the sale has 
been made against the customer’s long po- 
sition, the “shop” very likely will go-short 
for its own account. Sometimes a nice 
profit is made this way, but a wrong guess 
means loss, may even lead to disaster and 


loss of the chance to make the final clean 
up—the big killing of which every crooked 
operator of every crooked game always 
dreams. 

One “broker” said recently that his Mexi- 
can Petroleum customers had a total of 
1,200 shares at an average of 98 and that 
he had played against them so skilfully 
that he had taken out 22 points for himself 
in the course of Mexican Pete’s gyrations 
and had then been able to induce his cus- 
tomers to get out at an average of 104. 
“Six points for them,” he said gleefully; 
“sixteen points net for me— almost $20,- 
000—and all on their capital.” 


The purpose acconrplished when the op- 
posite side is taken is that the bucket shop is 
able to keep in its possession all of Mr. 
Jones’s $1,000 “margin,” for as the sale 
balances the purchase Bunkem & Skinnem 
do not have to put up additional margin on 
their account with Okay & Co. And if 
you want to see how this two-sided transac- 
tion works out read the exhibit that ac- 
companies this article. 

Act First of the cleaning process has 
been played, or at least the scenery set 
when Mr. Jones receives his confirmation 
from his “brokers.” Now for the next 
steps. 

Telephone Procedure 


I told you in the preceding story of this 
series something of how the telephone 
salesmen of the bucket shops operate. Jones 
of Utica, in the first place, was obtained as 
a customer because he answered an attrac- 
tive advertisement in his home town news- 
paper. The advertisement called attention 
to the situation in Studebaker, or United 
States Steel, or Kelly-Springfield, or what- 
ever stock happened to be the most active 
on the Stock Exchange at that time. Just 
enough was told in the advertisement to let 
Mr. Jones see that some very interesting 
data was obtainable, “free gratis for noth- 
ing,” if only he would write and ask for it. 
He wrote. Before the data could come 
back by mail—a half hour in fact after his 
letter was received in the New York Office 
of Bunkem & Skinnem—Mr. Jones was in- 
formed by the voice with a smile that “New 
York is calling you.” 

Mr. Jones was told by a quick-speaking 
young man, evidently in a great hurry, that 
his letter had come just in time for him to 
be put in on a big swing with the firm’s 
principal clients. By ways that have been 
described he was induced to order the pur- 
chase of stock and to send his check for 
margin—usually this marginal requirement 
being about half the amount insisted upon 
by legitimate stock brokers who actually 
have to borrow the difference in order to 
make the purchase of the stock for their 
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Snare their Victims 


Distance No Barrier to Bucketeers 


By “THE OWL” 


ts. Jones’s cupidity was first cun- 
ly stirred and then—lest some vestige 
ution remain and he decide to place 
rder through a genuine firm—the mar- 
requirement was mentioned and Jones 
hooked. Why put up $1,500 with his 
broker, he asked himself, when $1,000 
carry the stock in New York? 
ie telephone salesman now comes in 
1. Mr. Jones is long of 100 shares of 
ed States Steel at 80. Bunkem & 
nem have Mr. Jones’s $1,000 margin 
ed States Steel goes up to 82%. “New 
k is calling,” says the V. W. A. S. and 
s is told that it would be a good idea 
ike a profit as “some of the insiders we 
perating for are quietly switching over 
XYZ or some other stock. Whereupon 
s sells his Steel at 82%4 and orders 100 
Z at —let us say—60. When he gets 
morning newspaper he sees that XYZ 
d at 61 and he prides himself on his 
erness in picking out a real, live, serv 
endering broker. The local brokers go 
lily down in Jones’s estimation. Par 
larly do they decline in his good opinion 
n, three days later there is another tele- 
ie call, another little talk and advise a 
ng of XYZ at 63 and the purchase of 
f Somethingelse common at 80. Some- 
else common takes a jump a few days 
to 84 and then: 


New York is calling,” says the smiling- 
d Central. Mr. Jones is advised to 
his profit—but not to buy anything. 


Selling Patter 


Ve have nothing in view today, Mr. 
s,” says the quick-spoken young man 
e other end of the wire. “Our big cli- 
are getting out today. Whether they 
a new play in preparation or expect 
narket to break, we cannot say as yet. 
t is, you have made a nice profit and 
ave had some nice commissions. It'll 
a day or two to clear the sale, Mr. 
s, but unless you advise us otherwise 
send you a check for your balance as 
as the trade is closed up.” 
r. Jones is immensely pleased. He 
n't know all this is what the bucket shop 
smen call “selling patter.” His paper 
ts have hypnotized out of him even the 
iments of caution. He knows only that 
sent in a check for $1,000 and in ten 
s had made $250 on Steel, $300 on XYZ 
$400 on Somethingelse common. De- 
ting $90 commissions and $12 taxes, he 
has approximately $850 profit. That 
1asn’t a Chinaman’s chance of ever get- 
t back even a part of his original $1,000 
er enters into his calculations. 
Now all this is part of the “build up.” 
d the first trade gone against Jones of 
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Utica the bucket shop very likely would 
have let him alone until the stock had 
dropped 5 points, when a margin call would 
havé gone out to him. Had he ignored it 
he would have been “sold out” and his | 
several hundred dollars 

have been—returned to him? Not at 

It would have been kept to his credit 
such time as it would be considered prob 
able Jones could be bled again. In the lat 
ter case something like this would have 
been told Jones over the telephone : 


ance ol 


“Tried hard to get you yesterday, Mr. 
Jones, but something was wrong with the 
wire service. Sorry that our last trade 
went against you, but some one started to 
sell out on our pool and before we could 
stop the leak the stock had been broken 
down. However, our people are now to- 
gether again and they're getting in on 
Studebaker,—strong. Notice what it did 
yesterday? Went up 2 points in the last 
half hour. Well, Mr. Jones, I tried hard 
to get you and when I failed and I knew 
our buying orders were going to be shot in 
at 2:35 I just took a chance of having you 
approve what 1 did. You know you have 
a balance here of $400 or so, and I just 
picked up 100 Studebaker for you at 74% 
It closed 76 and is now 77. We know posi 
tively it’s going through 90 in three or four 
days, and I hope you'll ratify what I did.” 

Of course this restores the confidence 
Jones of Utica has lost in Bunkem & Skin- 
nem. He ratifies what supposedly has been 
done for him. Then—and watch the clean 
er at work 


“All right, Mr. Jones. You know, with 
your balance here and the profit you have 
in the stock you have a margin of about 
$600. Suppose you just send us your check 
tonight for $500 and then you'll have the 
necessary 10 points’ margin. I'll watch the 
stock for you and if you'll authorize me 
to—in writing, of course—I’ll be glad to 
act without calling you if something hap 
pens that requires speedy movement. Tell 
you what you do: just drop a line to the 
firm and tell them to accept orders from 
me for your account. That cuts the red 
tape.” 

This is designed to facilitate the cleaning 
operation. .A suddenly erratic market, and 
Mr. Jones is surprised next morning to find 
that he had sold, rebought, resold, gone 
short, covered, taken a long position, sold 
out and had wound up the day with trans- 
actions in 700 shares and losses on every 
transaction,—with his balance wiped out 
and a debit chalked up against him. He 
would not know, of course, that this had all 
been figured out after the market had 
closed, various confirmations of transac- 
tions for other customers or other house 





“NEW YORK IS CALLING YOU !” 


Miss Operator, at the switchboard, the 
unwitting medium who brings Mr. Jones 
and his “broker” together. 


accounts and “memorandums of cor 

tions still in the mail” temporarily 

duty as confirmations for the Jones 
count until it is sure that no “holler” is go 
ing to be put up, Then some “accommoda 
tion confirmations” are obtained from an 
other bucket shop or brokerage concern 
that acts as a clearing house for bucket 
These go into the files and are en- 
tered on the books. All is “regular” and 
strictly within the letter of the law 


shops 


There is also a personal call by telephone 


from the quick-talking salesman, who is 
full of regrets that his judgment went 
wrong, but as he had Mr. Jones’s author- 
ization to act for him, of course there’s no 
help for it. Nineteen times out of twenty 
this explanation succeeds in forestalling 
any action by Jones of Utica, wh 
the best part of the next several months 
dazedly trying to figure out how and why 
he lost $1,500 in a market that was all his 
way, except for one irregular nervous hour 
or two. 


spends 


Going Back to the Profitable Trades 


Now, let us go back to the first instance 

where we left Jones of Utica with a 
profit of $850 and his original margin of 
$1,000 on deposit at Bunkem & Skinnem’s, 
waiting anxiously either for his check in 
full payment or for another “hot tip” on 
the market It comes—the tip, that is; 
not the check. Tinkle-tinkle. and the 
smiling voice, and New York, and every- 
thing : 

“Something good and quick acting, Mr. 
Jones. Our crowd's in again. Got a live 
lead that Thisserthat’s going through the 
roof and we're all getting in as fast as we 
can. The big pool is leaving the distribu- 
tion of the orders to us and we are going 
to use a half dozen brokers. Can’t talk 
long, Mr. Jones, as I have three other good 
friends of the house I want to let in on this, 
and I have calls in for all of them. Let 
me handle this for you—say you take 200 
shares at the market. That's $200 profit on 
every point the stock moves up. You won't 
see much action maybe in the stock reports 
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in the morning, as we're holding back as 
much as we can—don’t want to start a 
stampede into the stock until our people 
are all safely in.” 

The order landed, Mr. Jones is commit- 
ted to 200 shares and although he doesn’t 
know it he has taken another step toward 
the cleaner and the cleaning process. He is 
now carrying 200 shares on a margin of 
barely 9 points, after allowing for commis- 
sions, interest and tax, in itself a reckless 
commitment even through a legitimate 
broker. Then, if the stock eases off a point 
or two Mr. Smith is called upon for addi- 
tional margin, usually in a telephone mes- 
sage, for the “shop” is wary of committing 
too much to writing during the build-up. 

Jones gets a plausible-sounding story of 
a temporary halt in the plans because of— 
well, anything of a general nature, such as 
the Federal Reserve Bank statement, the 
drop in foreign exchange, the introduction 
of some drastic bill in the Liberian Legis- 
lature, the death of the Ahkoond of Swat, 
or anything else that will make it clear to 
the victim that while his “brokers” are in 
absolute control of the stock situation they 
have found it expedient to go slowly until 
the clouds roll by. In the meantime, of 
course, the brokerage bank loans must be 
protected and as “we're all putting up addi- 
tional funds it’s necessary to ask you for 
$500. Personally,” the glib salesman usu- 
ally adds, “I’m in on this in a big way my- 
self, and I’ve just put up $12,000 more. 
But we're all playing for big money, Mr. 
Jones, and I know you're going to ride 
along with us.” 

If it becomes clear that Jones is reach- 
ing the end of his ability or willingness to 
give up, the next play is the same as that 
which has just been outlined of inducing 
him to send in authority for the salesman 
to manage the account—then a few quick 
passes, the cleaning of the account, and the 
regretful explanations to Jones, together 
with a statement of the amount he still 
owes. 


Hard-Headed Business Men Fleeced 


It ig hard to believe that hard-headed 
business men will let themselves be fleeced 
as easily and as thoroughly as this little 
outline of the methods pursued by the 
thieving gentry who operate the bucket 
shops of the 1921 model would indicate. 
But publication ef the names to be found 
on the books of some of these crooked 
firms, accompanied by a description of their 
methods and character, would cause a sen- 
sation in important business communities. 
It is likely more than one bank would find 
it necessary for the directors to elect a new 
cashier or president, for manufacturing 
concerns to decide that they could get along 
very well without the services of some of 
the men they now consider their most im- 
portant cogs. The directorates of many 
large corporations would be hastily reor- 
ganized if these names were to become pub- 
lic property—and some churches would be 
calling new dominies. All this, not because 
of any indication of wrongful handling of 
funds or any suggestion of moral turpi- 
tude, but merely because confidence in the 
business judgment, in the prudence and 
caution of these men would be so shaken 
that bank customers would be apt to trans- 
fer their funds to other institutions, lines of 
credit would be withdrawn from industrial 
concerns whose helms were controlled by 
men who were disclosed as the “easy 
marks” of sharpers, and even consumers 
would lose their confidence in the product 
of such concerns. 


Yet the victims of these illegitimate 
brokers are not so much to be blamed. The 
bucket shop operator is a. shrewd, calculat- 
ing gambler, a student of human nature, a 
genuine psycho-analyst, though he may not 
know the meaning of the term. He has a 
system that is as well worked out as any 
selling campaign ever launched by the 
makers of Ivory Soap, Auna Jemima’s Pan- 
cake Flour, Prince Albert Tobacco, or any 
other of the household or personal use ar- 


ticles that have bsen rightfully established 
in the regard of the consuming public. He 
is no rude, alley-haunting, blackjack-wield- 
ing footpad, crudely slugging an unsuspect- 
ing wayfarer. He is a_ conscienceless 
rogue, a gold-brick swindler or confideice 
man who has acquired the polish and 
aplomb of a man of the world; instead of 
working the honest farmer or small-town 
innocent, he sets his snares where they » re 
likely to entangle the feet of the moderat+ly 
successful business man, One of them face- 
tiously remarked recently: “I’d like the 
bank burglary business, so far as returns 
go, but it keeps one out at nights.” 


Clean-Ups Reach $80,000 


Don’t imagine that $1,000 or $2,000 rep- 
resents the average clean-up. These figu:es 
have been set out in this story merely to 
make it a trifle easier to follow the activ: 
Some of the clients of bucket shops that 
have gone out of business the past few 
months have given up from $10,000 to 
$80,000 each. One first-class “sucker” wo 
was robbed two months ago was carrying 
in his account something like 10,000 sha-es 
of stock. He responded without question 
to one margin call for $20,000 and to an- 
other for $15,000. He got suspicious in 
some way, or for some reason, and when a 
$5,000 call was made on him he refused to 
disgorge. Personal calls were made on 
him by the Chief of the Bucket Shop outiit 
but without avail. Investigation convinced 
him that he had been played as cleverly as 
ever a farmer was cajoled into putting up 
real money for green goods, cash for a 
gold-plated lead brick, or honest money for 
a machine for turning out two-dollar bills 

This victim is a retired business man in 
one of our large Eastern cities in the 
1,000,000 population class. He is known 
to many thousands as a former popular 
merchant. He realizes if he makes a com- 
plaint it is possible for the bucket shop 
operator to show him in the questionalle 

(Continued on page 139.) 








S I write, I have before me a state- 
ment covering the dealings during 
an entire month between a “bucket 

shop” which has recently folded its tents 
and a member of the New York Stock 


Exchange. 


The authorities of the New York Stock 


mittee, which appears to have been dozing 
on the beat,—will probably take great 
interest in this statement. It would seem 
not at all unlikely that the Police Com- 
mittee, so called (its honest-to-goodness 
name being the Business Conduct Com- 
mittee), would have found this account 
in even a casual inspection of the books 
of its fellow-member. As the fellow- 


d the t was overlooked. In 
this event the New York Stock Exchange, 
or its Police Committee, is welcome to see 
this account transcript. 








Exchange—particularly the Police Com- 


member is still daing business, it may be 


A Typical “Statement” 
Showing the Operations of One Shop Over a Period of 30 Days 


sions which the “bucket shop” paid to the 


As an illustration of some of the inter- 
esting things in this account, it may be 
mentioned that the “bucket shop” opened 
the month with a credit balance of less 
than $150, and was long securities of a 
market value of approximately $6,000. Yet 
in the 30 days that followed the “bucket 
shop” bought and sold securities to a total 
value of $740,006, in addition to $125,000 
im a short account reported as a supple- 
ment to the general statement. The 
“shop” drew out about $9,000 in cash dur- 
ing the month and closed with a debit 
balance of about $25,000 against long 
securities to the value of about $40,000. 
The short account showed a credit balance 
at the end of the month of $7,000, and 
was short securities to the value of about 
$5,000. 


Doing business on a shoe-string was 
profitable to the “bucket shop.” It was 
also profitable to the member of the New 
York Stock Exchange who pted these 
orders, for during the period the commis- 





Exchange member totalled something 


like $5,200. 


It takes but a glance to show the nature 
of the transaction. They were palpably 
bucketing operations. The first day, for 
instance, 100 shares of General Asphalt 
were bought and sold at the same price; 
100 shares of a small oil company were 
bought and sold at the same price; 100 
shares of a motor company were bought 
and sold at the same price; in fact, all 
of the purchases of that day appear also 
im the sales column. 


The next day the statement shows that 
800 shares were bought and 800 shares 
sold.—the same stocks in each instance. 
The same is true of the next day’s trans- 
actions; and of the day following that; 
and the succeeding day; and of the next 
day, etc., not ad infinitum, but at least 
to the end of the month, which is as far 
as the statement takes us. 
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An Offset to the Inheritance Tax 


How to Protect Your Estate Against Severe Levies of States and Federal Government 


By LEON GILBERT SIMON 


Member American Mathematical Society, Specializing in Inheritance Taxation, State and Federal 


re HE inheritance tax is a tax upon the 
holdings of an estate which is levied 
and must be paid in reasonable time 
r the death of the owner. 
xperience has demonstrated that few 
ites are in a liquid condition at any 
time. There is seldom much ready 
1 available; security or property hold- 
;, while salable, are frequently of the 
which, if sold in a hurry, must be 
| at a loss. 
ouple these two facts together and it 
ymes easily understood why the in- 
tance tax should, almost always, prove 
uurce of embarrassment to the average 
ite and not at all infrequently a source 
considerable loss. 
fon. Reed Smoot, U. S. Senator from 
th, has described the situation as fol- 


The imposition of a fixed percentage 
taxation on inheritance means that when 
head of an estate dies, those who suc- 


ceed to its management must immediately 
arrange such measures of liquidation as may 
be necessary to take out that proportion of 
capital which is required to meet the tax. 
This is not only a serious imposition on 
a going business, but it is the more se- 
rious because it comes at a time when the 
management is passing into new and less 
accustomed hands.” 

As a direct result of inheritance tax- 
ation, when it is not provided for, the will 
of a decedent may be so seriously affected 
as to have its integrity completely de- 
stroyed and the original purposes of the 
author of the will utterly defeated. 


Two Taxes to Pay 


When we speak here of “inheritance 
taxes” as levied upon an estate, we mean 
to convey “estate taxes” as well. Es- 
sentially, however, the two are different. 

“Inheritance taxes” are those imposed 
by the various States, and are a tax upon 


the right of the living to receive property 
from the dead. 

“Estate taxes” are those levied by the 
Federal Government and are, primarily, a 
tax upon the right to transmit property 
from the dead to the living. 

On several different occasions, the large 
inheritance taxes imposed have seriously 
impaired both the quality and the quantity 
of the equities of the estates affected. 

Take, for example, the case of an in- 
dividual who leaves an estate composed 
mostly of stocks and bonds. Here, in 
order to meet the inheritance taxes due, 
it is often necessary to sell the highest- 
priced and, therefore, the best securities; 
and the estate as a result is left with se- 
curities whose value is depleted. 

Under the Inheritance Law of New 
York State no deduction is permitted for 
property previously taxed; thus there is 
no guarantee against double taxation on 
the same property. On more than one 
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occasion, in fact, the same property has 
been taxed twice within the same year. 
For example: 

In 1917 a wealthy woman and her 
daughter were passengers on the Laconia 
when that steamship was sunk at sea. Both 
mother and daughter were placed in a 
life boat with several other passen- 
gers and allowed to drift. The mother 
died after several hours of exposure; later 
the daughter died also. The property of 
the mother was willed to her daughter and 
her son; but, because the daughter died in- 
testate, her share of her mother’s estate 
went to her father and brother. The 
double-shock of the tragedy was so great 
as to cause the father’s subsequent death; 
and his share of his wife’s estate passed 
to his son. 

The succession of these events within 
a short period of time caused the or- 
iginal property to change owners three 
times; no less than three successive in- 
heritance taxes had to be paid; and, in 
the end, only a small portion of the 
original estate was left intact. 


The Estate Tax 


The present Estate Tax was projected 
in September, 1916. After being amended 
several times, it was finally adjusted in 
February, 1919. The «state Tax Law 
as now constituted, is very far-reaching. 
It places an absolute lien upon the dece- 
dent’s estate. 

In arriving at the Estate Tax, the Gov- 
ernment includes in the estate all property, 
personal or real, tangible or intangible, 
wherever situated. Deductions permitted 
consist of funeral expenses; administra- 
tion expenses; losses during the settlement 
of the estate arising from casualty; unpaid 
mortgages; veritied claims against the es- 
tate; moneys sufficient to support the de- 
pendents of the decedent during the settle- 
ment; a general exemption of $50,000; and 
life insurance in domestic companies up 
to and including $40,000. The amount of 
the tax varies from 1% to 25%. The 
accompanying chart illustrates the exact 
charges incurred. 

The hardships worked by the Estate 
Tax and the complications frequently en- 
tailed when the tax is not provided for be- 
forehand, are many and varied: 

The tax is based upon the value of the 
net estate at the time of the death of the 
decedent. Often, the Government's val- 
uation will greatly exceed that of the 
owner. The trouble that is bound to en- 
sue in such a case is obvious. 

The tax may work a great hardship upon 
those receiving royalties. A recent ruling 
by the Treasury Department holds, “the 
basis for intangible assets is the 
present worth of the estimated future 
earnings of the exclusive rights during the 
rest of its (the property’s) existence.” As 
in the case of such another individual as 
the writer recently insured—a man whose 
property consisted of very little other than 
royalties procured from phonographic rec- 
ords of his voice—the Estate Taxes. esti- 
mated at this time in accordance with the 
foregoing ruling would be very burden- 
some to the estate involved. 

Another peculiarity of the Estate Tax is 
the fact that it will not allow, as a de- 
duction from the estate, any taxes, due or 
paid, as inheritance taxes to the various 
States. It does allow as a deduction any 
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property previously taxed by the Govern- 
ment and which can be identified as having 
been received by the decedent as a share in 
the estate of a person who died within 
five years prior to the decedent’s death; 
but this deduction is conditional upon the 
previous estate’s having paid the Estate 
Tax upon the item involved. 


The Best Protection 


The foregoing examples are but a few 
of the many which could be cited to show 
how important it is to provide some means 
of meeting these inheritance taxes with- 
out undue strain upon the estate. Now 
the question is, what means are avail- 
able? 

Here, a recent statement by Elihu Root 
is to the point: 

“IT have come to the distinct con- 
clusion that by far the best and, in- 
deed, almost the only practicable way 
of guarding against possible ruinots 
loss through a forced sale of securi- 
ties for the purpose of paying the 
various estate and inheritance taxes, 
levied by both the national and state 
governments, is by means of life 


insurance which, for a moderate an- 

nual payment, will insure the sum 

necessary to pay such taxes.” 

Investigation has convinced many others, 
as well, that a life insurance policy, having 
a face value: slightly in excess of the 
amount needed to meet inheritance taxes 
and administration expenses, is the best if 
not the only way out. 

For the guidance of those contemplat- 
ing such a use for insurance, the writer 
has compiled the accompanying char 
This chart, representing several months of 
research and computation, is based on of- 
ficial and entirely reliable figures. 

The chart shows the amount of State 
Tax that would be levied, in the form of 
inheritance taxation, upon estates of vary- 
ing size; the amount levied by the Federa! 
Government in thte:form of Estate Tax 
ation; and the sum of the two, or the tot: 
inheritance taxation which will have t 
be met. It gives a fair idea of the d 
mensions inheritance taxes can assume 
and, in so doing, it shows the grave in 
portance of not leaving your estate un- 
protected against the necessity of meetin 
these levies 


No Overproduction 


Dr. Anderson Ascribes World’s Trouble to “Maladjustment” of 
Production Instead 


ECENTLY, Benjamin M. Anderson, 
R Jr. addressed the American Manu- 
facturers’ Export Association on 
“Our Relations with Europe from the 
Economist’s Point of View.” Dr. An- 
derson stated that the foreign trade 
of the United States in 1919 was ap- 
proximately 20% of the domestic trade 
of the United States, as compared with 
a ratio of about 11% in the five years 
preceding the war. He denied that 
foreign trade was made necessary be- 
cause of any general surplus of pro- 
duction over the power of the Ameri- 
can people to consume, saying that 
production and consumption go to- 
gether and that a people which has 
great producing power has correspond- 
ingly great consuming power. The 
importance of foreign trade is to be 
found in the fact that in certain special 
lines, notably cotton and copper, we 
produce greatly in excess of our domes- 
tic needs, whereas certain other goods, 
notably coffee, sugar and certain manu- 
factures Wwe either produce inadequately 
or else not at all. Forejgn trade is 
necessary to enable us to use our sur- 
pluses in some lines to offset our de- 
ficiencies in others, and is necessary to 
permit us to specialize in those kinds 
of production for which we are com- 
paratively best fitted. 
Dr. Anderson denied that the world 
trouble today is due to overproduction. 


He said that the world as a whole is’ 


producing much less than it did before 
the war. The trouble is primarily a 
maladjustment of production due to the 
great underproduction in Europe. Euro- 
pean manufacturers are unable to use 
the world’s raw materials in normal 


amount. The consequence is a glut of 
raw materials and greatly depressed 
raw material prices. But this reacts 
on manufactures, since the producers 
of raw materials are unable to buy 
manufactured goods at present prices 
in anything like normal quantity. If 
Europe could be set going again pro- 
ducing manufactured goods as_ befor 
the war and buying raw materials it 
normal quantities, there would be ar 
immense increase in the ability of pro 
ducers of raw materials throughout th: 
world to buy manufactured goods and 
a great quickening of manufacturing 
activity in the United States. 
Distinctly Bad Policy 

It would be distinctly bad _ policy 
from the standpoint of American man 
ufacturers, Dr. Anderson maintained, t« 
try to shut Europe out of our Ameri 
can home markets by high protective 
tariffs. While the depression of agri 
cultural interests, copper interests, and 
other raw material interests continues, 
the home market for manufactures will 
be a dwindling market. If, however, 
through a revival in Europe prosperity 
could be brought to the producers of 
farm products and raw materials in the 
United States, then the home market 
for manufactures would become an ex- 
panding market. American manufac- 
turers would do better to share an ex- 
panding market in the United States 
with European exporters than to have 
a contracting market sheltered by high 
tariffs from European competition. It 
is obvious that unless Europe can have 
a market for her manufactured prod- 
ucts, she will have no incentive to buy 
taw materials on any great scale. 
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Goodyear Tire & Rubber Co. 





~ A Speculative Industrial Bond 


Goodyear First Mortgage 8s Should Sell Higher 


OODYEAR TIRE & RUBBER 
CO. for years was regarded as 


one of the fastest growing and 

st managed industrial concerns in the 
nited States. Then almost out of a 
ear sky the blow fell. The company 
id embarked upon a very extensive 
impaign of expansion at what turned 
it to be the wrong time. The manage- 
ent conceived the ambition to have 
ie company produce, itself, all the ma- 
rials that went into the manufacture 
the Goodyear tire and in Arizona 

rge tracts of land were purchased 
w the raising of 
‘tton. Cotton and 
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president of the General Electric Co., 
or their successors, either through man- 
agement stock or a voting trust. 

With conservative interests of this 
type guiding the destinies of the com- 
pany, the investor can feel assured that 
no rash policies will be adopted and 
nothing done that might tend to dissi- 
pate the assets of the company. 


Value of Assets Behind Bonds 


Next in importance to management 
is the value of the assets behind the 
bonds. The value of these 


assets 1S 


When Seasoned 


resent the earning power of the com- 
pany, under normal conditions and is 
more than twice the interest charges on 
the bonded debt. 

Recently the company gave out an 
estimate of earnings to cover the twelve 
months ended Feb. 28, 1922. Net in- 
come was estimated at $10,600,000, or 
more than twice interest requirements 
In view of the fact that the current 
year was not by any means a banner 
one, this would appear to be a very 
good showing 

Last, but not least, what is the pres- 
ent financial con- 
dition of the com- 
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pany ? The last 
bond issue of $30,- 
000,000 Ist mort- 
gage 8s practic- 
ally wiped out the 
floating debt It 
is true that cur- 
rent liabilities are 
about nine and a 
half millions, but 
these are mainly 
payable only § as 
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mbitious program 
indertaken during 
period of extreme inflation could be 
1id to one thing only and that was poor 
nanagement. At any rate, when the drop 

prices started, Goodyear was caught 
vith a huge inventory and this, combined 
ith the money spent in the new enter- 
‘rises, made the load too heavy and the 
pany was obliged to resort to the 
inkers to be extricated from its diffi- 


eal 
ties. 


Conservative Interests Now in Control 


In analyzing the bonds of the Good- 
ear company, the first point to con- 
sider would naturally be the manage- 
ment, as it was apparently unfortunate 
policies that caused the heavy losses of 
the past two years and nobody wants to 
purchase the securities of any company, 
no matter how large the assets behind 
them may be, if there exists a lack of 
-onfidence in the management. This 
mportant matter has been satisfactorily 
arranged. During the life of the bonds 
of the company the control of the 
management of the company, through 
the right to elect a majority of the 
Board of Directors, will be vested in 
Messrs. Clarence Dillon, of Dillon, 
Read & Co.; John Sherwin, chairman 
of the Board of the Union Trust Co., 
Cleveland, and Owen D. Young, vice- 


for NOVEMBER 26, 1921 


naturally taken on the basis of the com- 
pany’s being a going concern. There 
is no possibility of its going out of 
business, as it is the largest manufac- 
turer of rubber tires in the world, hav- 
ing a normal capacity for the manufac- 
ture of over 35,000 tires per day at the 
\kron factory and 5,000 per day at the 
new Los Angeles plant. The company 

the present is producing at about 
50% of capacity. It is producing ap- 
proximately 20% of the automobile 
tires manufactured in this country and 
35% of all pneumatic and solid motor 
truck tires. It also manufactures 
molded goods, hose, belting, the well 
known sole leather Neolin and “Wing- 
foot” rubber heels. The company’s 
products are distributed through 67 
branches in the United States and 14 
in Canada. 

The accompanying graph will give 
the reader a good idea of the very large 
equity behind the bonds. It will be 
noted that net quick assets alone are 
considerably in excess of the total 
bonded debt. Earnings for the years 
ended October 31, 1916 to 1920 inclusive 
averaged $12,575,000 per annum, and 
this figure is arrived at after deducting 
about $10,000,000 from 1920 earnings for 
inventory losses. It should about rep- 


which these _lia- 
bilities were in- 
curred are required by the company As 
against these current liabilities the com- 
pany has cash on hand of over $11,000,000. 
The company is adopting the policy of 
keeping its inventories down and under 
these circumstances would appear to be 
sufficiently well financed. 

Features of the 8s 


Goodyear Tire & Rubber Co. Ist 
niortgage 8% gold bonds recently put 
out are dated May 1, 1921, and mature 
May 1, 1941. There are several fea- 
tures in this bond issue that make them 
look very attractive as an investment: 

In the first place the sinking fund 
provision is unusually stringent provid- 
ing for the entire retirement of the 
issue before the date of maturity. The 
bonds are to be retired at 120 and inter- 
est by drawings by lot, $750,000 bonds 
to be so retired each six months begin- 
ning Nov. 1, 1921. In other words the 
purchaser of these bonds is assured 120 
for them at some time between now 
and maturity depending upon when his 
number is drawn by lot 

In the second place the security be- 
hind the bonds is well safeguarded. 
They are secured by a first lien upon 
all the fixed assets of The Goodyear 

(Continued on page 135) 
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Are F oreign Bonds Selling Too High? 


Over a Billion Offered Here Since Armistice—How the Issues Compare—A Table of the More 


ITH the underwriting in the United 
W States since the signing of the 

Armistice of nearly $1,000,000,000 
of foreign government securities and with 
the sale in the United States since the be- 
ginning of the war of approximately $2,- 
000,000,000 of foreign government and 
municipal bonds issued in foreign curren- 
cies, there can be no doubt of the position 
of the United States as an international 
market for foreign securities. 

The establishment of this market since 
the outbreak of the war and the reversal 
of the long-standing position of the Unit- 
ed States as a debtor nation into a cred- 
itor nation are two of the outstanding de- 
velopments and results of the world con- 
flict. A due appreciation of the import- 
ance and magnitude of the change that has 
taken place since 1914 cannot be had with- 
out considering the condition that existed 
before the war and the condition that ex- 
ists today. 

Before the War 

Prior to the war, it is estimated that the 
United States. was a debtor nation to the 
extent of about $5,000,000,000, which ne- 
cessitated annual interest payments to for- 


eign holders of our securities of approxi- 


mately $250,000,000 a year. Soon after the 
outbreak of the war the needs of Europe 
for our goods became so great that ex- 
traordinary means had to be found to 
make payments to the United States for 
the enormous volume of foodstuffs, war 
materials, raw products and manufactured 
goods that were sent to Europe as fast as 
ships could be provided for their trans- 
port. As has been stated, Europe had 
credits in the form of securities of ap- 
proximately $5,000,000,000, and of this 
amount there was resold to American in- 
vestors an amount estimated to be about 
$4,000,000,000. These sales were made 
over a period of about three years, and in 
the meantime Europe looked for other 
means of obtaining credits in the United 
States for the payment of her purchases 
in this country. It was out of this neces- 
sity that the United States entered on a 
new and enlarged scale the international 
bond market. 

It is true that prior to the war the 
United States had done some foreign 
financing. Argentina, Canada, China, Ja- 
pan, Cuba, Mexico and some of the Cen- 
tral American countries had negotiated 
loans with American bankers and the se- 
curities of these countries had a promi- 
nent place in the investment market. But 
the volume was small, and as the domestic 
requirements for capital exceeded each 
year the available supply, necessitating our 
going abroad for funds for our railroads 
and industrials, there did not exist prior 
to 1914 a real. market for foreign govern- 
ment securities. 

The first large piece of financing that was 
negotiated in the United States after the 
outbreak of the war was the ‘Anglo- 
French loan for $500,000,000. This was 
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brought out on October 14, 1915, with in- 
terest at 5%, and was retired on October 
15, 1920. Great Britain came into our 
market again in 1916, 1917, 1918 and 1919. 
France secured loans in 1917, 1919 and 
1921; Italy in 1915 and 1920; Sweden in 
1914 and 1919 and Switzerland in 1915 and 
1920. These loans just mentioned, issued 
during the war, constituted practically the 
only foreign financing during that period. 
But following the armistice the United 
States became a real international banker, 
and one foreign loan followed another in 
quick succession during 1919, 1920 and 
1921, until the total offered following the 
armistice had risen to approximately 
$1,000,000,000. 

Today’s Foreign Securities Market 

The market for foreign securities today 
is divided into four distinct classes. 


The first class includes the forty-six 
issues that are listed on the New York 
Stock Exchange. With the exception 
of six of these issues, they are all dollar 
bonds; that is, issued and payable, 
principal and interest, in dollars. The 
six exceptions are issued in two or more 
currencies. Most of these loans are 
traded in as sterling securities on the 
basis of $5 to the £ sterling, but they 
are payable, principal and interest, in 
the United States at fixed rates of 
exchange. 


The second class of securities com- 
prise those dollar loans that have been 
issued in the United States but which 
have not been listed on the New York 
Stock Exchange. There is an active 
market in these securities, however, as 
it is not necessary for a security to be 











Prominent Foreign Bor 





Security 

Argentine Int. Loan 1905 
Argentine Int, Loan 1911 
Argentine Cedulas Series 8 
Belgian Restoration 
Brazilian Loan of 1883 
Brazilian Loan of 1913 
British National War 
British Victory 
British 8rd War 
Chilean Loan of 1911 

(Ist Series) 
Chilean Loan of 1911 

(2nd Series) 
Chinese Loan of 1895 
Chinese Reorg. Loan of 1913.... 
Danish Loan of 1894 
Danish Loan of 1912 
Dom, of Canada Sterling 
French Victory (2nd War)...... 
French Rentes 
French Internal 


Japanese Loan 1905 (Ist Series) 
Japanese Loan of 1907 
Norwegian Loan of 1886 
Norwegian Loan of 1911 

Sao Paulo Ext, Guilder Issue 
Swedish Loan of 1888 

Swedish Loan of 1890 


Uruguayan Gold Loan of 1919... 


Venezuelan Diplomatic 


Grand Trunk First 

Grand Trunk Mortgage 
Grand Trunk Prairie 

Grand 

Grand Trunk Lake Superior 
Grand Trunk Alberta 
Grand 


Interest Due 

Drawings 

Drawings 

Drawings 

1934 

Drawings 

Drawings 

1922 

Drawings 

1929-47 


Drawings 


Drawings 

1932 

7 years 

Optional 

Drawings 

M-N 5-1-1925 
F-M-A-N16 After 1931 
J-A-J-D Perpetual 
J-D 16 1-1-1931 
A-O 1925 
F-A15 2-15-1925 
1947 

Drawings 

60 years 

1936 

Drawings 

50 years 

Drawings 

47 years 


SS 


es 


. 
OAS ODROThRT Anak ROOD 
we 


CANADIAN RAILWAY ISSUES 
I-3 1-1-1962 
“A 1-1-1962 
A-O 4-1-1955 
A-0 4-1-1955 
A-0 4-1-1955 
M-N 2-25-1939 
M-N 2-25-1989 


Bid 
$230 
456 
280 
60 
42% 
43% 
78% % 
59% % 
87% % 


52% 


40 
65 
38 
84% 
55% 
32% 
44% 
$306 
39% 
43% 
65% 
34% 


54% 
67% 
5214 % 
52% % 
54% 
69% 
69% 


Asked Per Unit o 
$250 8=Pr, Ps, 1,000 
459 Gd, Ps. 1,000 
290 3=6Pr. Ps. 1,000 
65 Fes, 1,000 
43% £200 
45% 200 
80% % 200 
61% % 200 
69% % 


0 


55% 


55% 
60% 
49% 


to 1 } } 


50% 
78% 
$58 
43 
68 
41 
85% * 
56% 
87% 
48% 
$310* 
41% 
47% 
68%* 
39% 


56% ° 
68% * 
58% %* 
58% %* 
55%* 
70%* 
70% * 


EXTERNAL COLONIAL, MUNICIPAL AND PROVINCIAL LOANS 


Copenhagen Loan of 1901 
City of Rio de Janeiro 
Consol Sterling 
Province of Buenos Aires 
Province of Buenos Aires 
Consol, Gold Loan of 1915.... 


M-N 15 47 years 


A-0 1932 
J2-J1 Drawings 


JJ Drawings 


62% 


65% 
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isted on the Exchange to enjoy a free 
pen market. There are not many 
ssues in this particular class of securi- 
es, however, as most of the foreign 
ynds that have been offered in the 
nited States have been listed on the 
xchange. 
The third class of foreign securities 
ow enjoying an active market in this 
ountry consists of external loans of 
oreign governments which were orig- 
nally offered in other markets. These 
clude mostly those loans of nations 
hich, before the war did their finan- 
ng in Great Britain. Since the sign- 
g of the armistice there has been an 
\ormous investment in such securities 
y American investors and today one 
f the features of the investment market 
the United States is the marketing 
such securities which have been 
uught on the London Stock Exchange, 
rought over to the United States and 
stributed to investors throughout this 
uuntry. This is a very extensive 
arket and includes the securities of 
ich countries as Argentina, Brazil, 
hile, Uruguay, Norway, Sweden, 
hina, Denmark and many other coun- 
ies as well as a large number of 


municipalities such as Rio de Janeiro, 
Buenos Aires, Sao Paulo and some of 
the prominent European cities. 

This market has developed largely as 
the result of the low prices at which these 
securities have been selling on the Lon- 
don Stock Exchange, and also as a result 
of the depression in the foreign exchange 
market. Most of these loans bear 4%, 
444% and 5% interest. They were brought 
out originally when interest rates were 
considerably below their present level. 
They represent the securities of govern- 
ments whose credit rating has always been 
high in Great Britain. One factor of their 
present low cost has been the necessity of 
foreign holders to dispose of their securi- 
ties owing to the losses entailed as a re- 
sult of the war. The American investor 
has been able to obtain these securities 
at a lower percentage of par than the 
British investor due to the depreciation 
in exchange and this depreciation has 
in turn given the American investor a 
speculative feature to these high grade 
securities that cannot ordinarily be ob- 
tained in this class of investments, ex- 
cept in times of extraordinary economic 
disorganization. 

The fourth class of securities is those 








Security Interest 
B. A, (small pieces) J-J 

of Sao Paulo, 1904 A-0 

of Rio de Janeiro 


n of 1912 A-0 


RAILROADS (European Issues) 


M-S 
J-D 
A-0 


al Pacific 
Mil, & St, Paul 
yY.. N. H, & H. RB. BR. 


FOREIGN GOVERNMENT DOLLAR ISSUES 
J-J 
F-A 
J-D 
M-N 
F-A 
F-A 
F-A 
A-O 
F-A 
lian Govt. 


External Gold 
n External, 1914 


nican Republic 
h Government 
h Government 


egian Govt, External 
sh Govt. J-D 15 
Govt, External I-J 


FOREIGN MUNICIPAL DOLLAR ISSUES (Accrued Interest to be added) 


, City of (Norway) 8 
e, City of (Switzerland)... 8 


6 
tiania, City of 8 
nhagen, City of 5\ 
sh Municipals, Series A.... 8 
sh Municipals, Series B.... 8 
s, 6 
eilles, City of 6 

of Newfoundland 6 
Paulo (State) External 8 
h, City of (Switzerland)... & 


“Accrued Interest to be added. 


Drawings 


10-15-1945 


10-15-1945 


Asked Per Unit of 
45% 200 
61% 200 


Due Bid 
44% 
30 years 56% 


4-1-1965 46% 47% 200 


8-1-1946 $59 $61 
6-1-1925 51 52 
4-1-1922 45 47 


(Accrued Interest to be added) 
1-1-1925 95% 95% % 
2-1-1941 100%% 100%% 
6-1-1941 99% 99% % 
11-1-1921 99%% 100% 
11-1-1922 98% % 9814% 
8-1-1929 90% % 9014 % 
2-1-1937 88% % 89% 
4-1-1926 93% % 94% 
8-1-1929 94% % 94% % 
4-1-1931 92%%  98%% 
1941 9844 % 984% 
1944 78% 78% % 
8-1-1949 66% 68% 
2-1-1949 20% 
104% 
79% % 
99% % 
94% 


103% % 
718% % 
99% % 
93% % 
91% 

104% % 
89% % 

107% 


1958 

1945 
6-1-1941 
2-1-1925 
10-1-1940 
6-15-1939 
7-1-1940 


105% 
90% 
107% % 


100% % 
102% 
85% 
101% % 
80% % 
102% % 
103% 
85% 
85% 
96% 
97% 
102% % 


11-1-1945 
11-1-1945 
11-1-1934 
10-1-1945 
7-1-1944 
2-1-1946 
2-1-1946 
11-1-1934 
11-1-1934 
6-30-1936 
1-1-1936 


100% % 
101% 
84% 
101% 
80% % 
102% % 
102% % 
84% 
84% 
95% 
96% % 
102% 
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loans of foreign governments issued 
within the nations and payable only in 
the currencies of the issuing govern- 
ments. These are known as internal 
loans and their value is dependent al- 
most entirely upon the course of ex- 
change on the countries issuing them. 
The market for such securities has been 
decidedly mixed and has contained ele- 
ments of sound investment in some 
cases, pure speculation in others and 
an outright gamble in still others. Such 
securities range from the high grade 
British War loans, which are payable 
in sterling, down through the specula- 
tive internal bonds of France and Italy 
to the pure gambling issues of such 
countries as Germany, Austria, Czecho- 
Slovakia and other Eastern European 
nations, 


Investment Features 


In considering the investment features 
of the various classes of securities that 
have been mentioned above, the first con- 
sideration of any government security is 
the credit of the nation issuing the dond. 
The majority of foreign government bonds 
have no specific security behind them, al- 
though there are issues of some nations 
that were originally placed for the build- 
ing of railway or other public works, that 
are secured by the property upon which 
the proceeds of the loan were expended. 
But as a general proposition, a govern- 
ment loan is dependent entirely upon the 
credit of the nation, and this credit in turn 
is determined by two factors. One is the 
ability of the nation to pay its debts and 
the other, which is more important, is the 
willingness of the peoples of these na- 
tions to recognize their outstanding obli- 
gations. Government loans, therefore, dif- 
fer from other investment bonds in that 
the usual type of bond provides the holder 
with some security in case the issuing 
company is unable to meet interest pay- 
ments or to pay the bonds at maturity. 
There is no such security provided to 
holders of Government bonds. 

However, there is a factor in invest- 
ments in government bonds that does not 
exist to anywhere near the same degree 
in corporation bonds. This is the strong 
moral security behind government issues. 
A country’s credit must be maintained if 
that country is to hold its place among the 
nations of the world. This applies not 
only to political position but also to trade 
relations, and failure to maintain its credit 
means practically a boycott by commercial 
interests of other nations, as practically 
every nation is dependent to some degree 
either upon its export, or, in some cases, 
its import trade. The necessity of main- 
taining friendly relations with other na- 
tions is obvious, and this factor is the 
strongest feature behind the obligations of 
governments. The present position in the 
eyes of the world of Russia and Mexico 
illustrates the necessity for maintaining 
a nation’s credit. 

Of those dollar bonds that have been is- 
sued in the United States since the signing 
of the armistice and which bear a high 
rate of interest, generally around 8%, the 
investor must look also, in addition to 
examining the credit position of the coun- 
try, at the provisions of the bond itself. 
An 8% interest rate is exceedingly attrac- 


(Continued on page 142.) 
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Bonds Have Widest Move So Far 


Sharp Advances Throughout Entire List Scored in Past F. ortnight—American Writing Paper Bonds 
Go Up Nine Points 


N the last fortnight, the Bond Market 

gave what was probably its greatest 

exhibition of strength since the current 
upward movement began. Issues in all 
groups—gilt edge, middle grade and spec- 
ulative—were caught up in the buying tide, 
and prices were advanced to levels that 
might actually have been considered phe- 
nomenally high a few months ago. 

The strength in the bond market con- 
tinued to be the natural outgrowth of 
further developments for the better in 
fundamental conditions. Lowering. in- 
terest rates, the gradual easing of credit 
conditions everywhere have been the 
predominating factors in shaping invest- 
ment sentiment; and investors have 
come to appreciate their significance in 
constantly increasing numbers. 

There is no doubt in the minds of those 
who have studied the action of the bond 
market in recent weeks that public par- 
ticipation in the market is on a very large 
scale. That is to say, it is believed that 
purchases have been made for countless 
individual investment accounts. Hence, 
it is assumed that the transactions which 
have occurred mean a semi-permanent re- 
duction in the floating bond-supply and 
that, for this reason, the rise, barring nat- 
ural reactions, is likely to be well sus- 
tained. 

A feature which a few observers have 
pointed out with great persistence of late 
is the fact that the current rise in bond 
prices, with its complement of lowered 
interest yields, necessarily means a reduc- 
tion in the price business will have to pay 
for money in the form of new capital in 
the future. That new capital would be 
“useful” to many organizations goes with- 
out saying. Hence, it is considered likely 
that the amount of new financing will 
gradually increase from now on. 


Changes in the Guide 


It will be noted that the “Bond Buy- 
ers’ Guide,” appearing on the opposite 
page, contains numerous changes when 
compared with the previous Guides pub- 
lished. The outstanding change has 
been the addition promised some time 
ago—i. e., columns showing the number 
of times interest has been and is being 
earned on the various issues over a period 
of time. It is believed that this additional 
information, in conjunction with the other 
data contained in the Guide, will make this 
Department truly invaluable to the in- 
vestor, Such comment as the “times in- 
terest earned” figures suggest it seems 
best to reserve for a subsequent issue. 

Other changes in the Guide have been 
in the way of dropping certain bonds from 
the list and inserting other issues in their 
places. It is worthy of note that these 
substitutions are made desirable by the 
great advances scored in the case of the 
issues dropped. In other words, those 
that have been dropped from last issue’s 
Guide were dropped because they had 
risen, as we thought, far enough. 

In the Gilt Edge Group, the New York 
Central general mortgage 3%s were taken 
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out. These bonds, at current prices, are 
now yielding only 5% flat, whereas other 
equally good bonds can be had to yield 
slightly more. No “regret” need be felt 
about the dropping of these bonds from 
the list since those who purchased them 
on the original July 23 recommendation 
now have a profit of almost 6 points on 
their investment. 

In place of the New York Central 3%4s 
we are inserting the New York, Chicago 
& St. Louis Ist mortgage 4s—a_ bond 
which is very sound, remarkably well 
secured, and decidedly attractive at cur- 
rent prices. 

From the Middle Grade Group, further- 
more, we have struck out the Pennsyl- 
vania general mortgage 5s, replacing them 
also with a N. Y., Chicago & St. Louis 
issue—this time the latter’s exceptionally 
attractive debenture 4s, at present yielding 
about 7%. As in the case of the holders 
of the Central bond noted above, investors 
who purchased the Pennsylvania issue a 
few weeks ago can now sell out at a very 
decent profit. Since they were recom- 
mended on July 23, these bonds have ad- 
vanced 7 points. 

Two new issues of high-grade public 
utility concerns were recently floated and 
we believed they could well be substituted 
for two other public utility issues for- 
merly in the Guide and which have re- 
corded very substantial advances. The 
new issues are: 

N. Y. Telephone Co., Refunding Mort- 
gage 6s of 1941. 

Philadelphia Co. Ist Refunding & Col- 
lateral Trust 6s of 1944. 

Up to last issue we had in our Bond 
Buyers’ Guide the Ist mortgage 4%s of 
the N, Y. Telephone Co. which, at current 
prices, gives original purchasers a profit 
of over 7 points, and which now yield only 
a trifle over 5.60%. While these bonds 
are prior in lien to the new Telephone 
issue, we believe the new issue more at- 
tractive, selling around 9834 and yield- 
ing 6.1%. 

The Philadelphia Co. bonds (new) are 
a very high grade issue and are now sell- 
ing to yield 6.75%. They could well be 
substituted, we thought, for the Western 
Union Telegraph 4%s which yield only 
5.55% and in which original buyers now 
have a profit of at least 4 points. 


The Advances Scored 


It would require a good many reams 
of paper, and result in a stupidly statis- 
tical story, if we attempted to chronicle 
all the advances that have been scored in 
the bond market in the past fortnight. 
The entire list moved up; and, as stated 
before, the movement was accompanied by 
a remarkable broadening out in demand. 
However, it may not be amiss to refer to 
some of the more sensational advances, 
according to the groups in which they 
occurred. 

Foreign bonds had their best two weeks 
“in what seems like years.” United King- 
dom 5%s advanced 2% points to a 6.15% 


yield; City of Copenhagen moved up 4 
points and the Argentine and City « 
Christiana issues advanced 3 points eacl 
The change for the better in demand fo 
foreign bonds js not surprising nor diffi 
cult to explain. It merely reflects a ver 
general belief that the international cor 
ference at Washington ushers in a ne\ 
era in international finances—that the com 
plications involved in depreciated curret 
cies and demoralized exchanges will com 
before that conference and, eventually, an 
to at least some extent, be straightene 
out. Attention may be directed to a 
article on another page of these column 
discussing the broad foreign bond fiel: 
and pointing out the character of the vari 
ous securities in it. 
Gilt Edge Group 

Nearly every issue in our Gilt Edg 
group moved up; a good many of then 
moved up sharply. Central of New Jer 
sey’s general mortgage 5s were prominent 
gaining 4 points and reducing to a yield o 
4.95%. The West Shore Ist mortgage 4 
scored a similar gain. 

Industrial Gilt Edge bonds scored ad 
vances ranging from % to 3 points (the 
latter advance .oceurring in the U. S 
Steel 5s of 1963); an average gain of al- 
most 2 points each was registered in the 
Gilt Edge Public Utilities. 

Middle Grade 


Among the Middle Grade railroad 
bonds, the best advances were scored, nat- 
urally, in the two most volatile issues 
the B. & O. Ist mortgage 4s and the St. 
Louis & San Francisco prior lien 4s. 

Middle Grade industrials were featured 
by a sharp improvement in the Goodyear 
Tire 8s, which gained almost 4 points to 
a yield of 7.15%. These Goodyear bonds 
are reviewed elsewhere in this issue. At 
current prices they continue attractive and, 
with due regard for the element of secur- 
ity, should gradually work higher. 


Speculative 


The most spectacular advance in the 
entire Guide was registered by the Ameri 
can Writing Paper 6s of 1939, which 
moved up no less than 9 points. From an 
industrial standpoint, conditions with this 
company are improving. Production is 
gradually increasing. But what is prob- 
ably more interesting, in connection with 
the recent rise in its bonds, is the follow- 
ing clause in their indenture: “The bonds 
bear interest at the rate of 7% per annum 
for the first two years from January 1, 
1919, and thereafter at the rate of 7% 
per annum until and including the first 
semi-annual payment due after the ter- 
mination of the war between the United 
States of America and Germany, as pro- 
claimed by the United States of America, 
and thereafter at the rate of 6% per an- 
num.” The automatic reduction in the 
interest rate, of course, other things being 
equal, would necessarily be followed by 
an advance in the price, to keep the bond 
on a consistent yield basis, 
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BOND BUYERS’ GUIDE 


Foreign Governments. 
City of Christiania (b) 8s, 
Danish Municipal (b) 8. K. 8s, 1946 
City of Zurich (b) 8s, 1945 
Kingdom of Sweden 6s, 1939 
U. K. of Gr, Britain & Ireland (c) 5%s, 1987 
City of Copenhagen (b) 54s, 1944 
Argentine (c) 5s, 1945 
Dominion of Canada (c) 5s, 1931 

MORE SPECULATIVE. 

Kingdom of Belgium (a) 6s, 1925 
Kingdom of Italy (d) 6%s, 
Republic of Chile (b) &s, 
Saco Paulo (b) 8s, 1936 
U. S. of Brazil 8s, 1941 


OPO oe 


FPP Pe 


Railroads. 
Balt. & Ohio 8S. W. Div. (b) Ist ae 
Ches. & Ohio (a) Genl. Mtg. 4%s, 1 
Delaware & Hudson (a) Ist & Ref. 4s, 1943... 
Southern Pacific (b) Ist Ref, 4s, 1955 
Chic., Burl, & Quincy (a) Genl. Mtg. 4s, 1958.. 
Union Pacific (b) Ist Mtg. & L. G. 4s, 1947. 
N. Y., Chic. & St. Louis Ist Mtg. 4s, 1937.. 
Atlantic Coast Line (a) Ist Mtg. 4s, 
Pennsylvania (a) Genl. Mtg. e. 1 
West Shore (a) Ist Mtg. 4s, 23 
Norfolk & Western (co) Cons, 4s, 
Central R. R. of N. J. (a) Genl. ute. 5s, 1987 
Atchison (b) Genl. Mtg. 4s, 1995 
Chic., R. I. & Pacifico (a) Genl. Mtg. 4s, 1988 
Industrials. 
Armour & Co. (a) BR. E. 4%s, 1939 
General Electric (b) Deb. 5s, 1952 
International Paper (a) 5s, 1947 
Indiana Steel (a) 5s, 1952 
Liggett & Myers (aa) Deb. 5s. 
Baldwin Loco, (a) 5s, 1940. 
National Tube (a) 5s, 1952 
Corn Products (a) 5s, 1934.. 
U. 8. Steel (a) 5s, 1963 
Public Utilities. 
Duquesne Light (b) 6s, 
Pac. Tel. & Tel. (a) 5s, 
Amer. Tel. & Tel. (c) 5s, 
N. Y¥. Telephone (c) 6s, 
Montana Power (c) 5s, 1 
Cal. Gas & Electric (a) 5s, 1937 
West, Un. Tel. (Philadelphia Co.) (c) 6s, 1944.. 
N. Y. G., E. L., H. & P. (a) 5s, 1 
Railroads. 
Southern Pacific (b) Col. Trust 4s, 
Tilinois Central (b) Col. 
Balt. & Ohio (b) lst Mtg. 4s, 
Norfolk & Western (a) Conv, 6s, 1929 
Atchison (a) Conv. 4s, 1960 
St. Louis-San Fran. (a) Prior Lien 4s, 
Cleve., Cinn., Chic. & St. L. (a) Deb. rl 1931 
Ches. & Ohio (b) Conv. 5s, 1946 
Pere Marquette (c) Ist Mtg. 5s, 1956 
Kansas City Southern (a) Ist Mtg. as, 
N. Y., Chic, & St. Louis Deb. 4s, 1931. 
St. Louis Southwestern (a) Ist Mtg. 4s, 1 
Industrials. 
Wilson & Co. (a) Ist 6s, 1941 
Comp. Tab. & Recording (b) 6s, 
Adams Express (b) 4s, 
DuPont deNemours (c) 7%s, 1931 
Diamond Match (c) Deb. 7%s, 
Int. Mere. Marine (b) 6s, 1941 
Lackawanna Steel (c) 5s, 1950 
Bush Terminal Bldg. (a) _ 1960 
U. 8. Rubber (c) 5s, 194 
Amer. Smelting & Nedsing (co) 5s, 1947 
Goodyear Tire (c) 8s, 1941 
Public Utilities. 
Detroit Edison (c) Ref. 5s, 1940 
Brooklyn Union Gas (a) 5s, 1945 
Northern States Power (b) 5s, 1941 ... 
Brooklyn Edison (c) 5s, 1949 
Utah Power & Light (a) 5s, 1944 
Cumberland Tel. & Tel. (b) 5s, 1987 
Railroads. :;} 
Western Maryland (a) Ist Mtg. 4s, 
Iowa Central (a) Ist Mtg. 5s, 1938 
St. Louis Southwestern (a) Cons. Mtg. 4s, 1982 
St. Louis-San Francisco (a) Adj. me. 6s, 1955 
Southern Railway (a) Genl. Mtg. tn 
Missouri Pacific (b) Genl. Mtg. he 
Carolina, Clinch. & Ohio (c) Ist Mig. = 1938 
Minneapolis & St. Louis (a) Cons, Mtg. 5s, 
Denver & Rio Grande (c) Ist Ref. 5s, 1955 
Industrials. 
American Writing Paper (a) 6s, 1939 
Chile Copper (b) 6s, 1932 
Va.-Carolina Chemical (c) 7%s, 1932 
American Cotton Oil (a) 5s, 1981 
Public Utilities. 
Hudson & Manhattan (c) Rfdg. 5s, 1957 
Intr. Rapid Transit (a) A. 1966 
Third Avenue (b) ae 1960 
Publio Service Corp. of N. 3. (a) 5s, 1959 
Va. Rwy. & Power (a) 5s, 1984 
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6.45 
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6.85 
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(aa) Lowest denomination, $5,000, Lowest denomination, $500, 
(a ) Lowest denomination, $1,000. (c) Lowest denomination, $100, 


(d) Lowest denomination, $50. 
*Number of times over interest in these bonds was earned. 
**Earnings are not reported separately. 


tThis represents number of times interest on the companies’ total outstanding funded debt 


was earned, based on actval earnings of last five years. 
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Are Your Securities 
in This List? 


Below, for the convenience of 
readers, we list the securities and 
commodities analyzed in this issue 
of The Magazine of Wall Street. 
The great amount of space de- 
voted to bonds is in recognition of 
the extraordinary strength and ac- 
tivity characterizing the bond mar- 


ket in recent sessions. 


Bonds 


Cuban Telephone 7'4s 

Foreign Bonds .... - 
Georgia Railway & Pr. ist 5s 
Goodyear Tire & Rubber 8s 
Government of Switzerland s.f. & 
Grand Trunk Rwy. eq. tr. 64s 
Great Northern Rwy. 7s. 
Midvale Steel & Ordnance conv. 5s. 
Republic of Chile s.f. &s 

Toledo Edison Ist 7s. 

United Light & Rwy. Ist Ss 
Wilson & Co. Ist 6s. 


Railroads 


N. Y. Chicago & St. Lou's 


Industrials 


American Hide & Leather 
American Sumatra 

American Tobacco 

American Writing Paper.. 
Intern’t’l Agricultural Corp’n 
Intern’t'l Mercantile Marine 
Lackawanna Steel 

Missouri Pacific 

Tobacco Products 

United Retail Stores 


Petroleum 


South American Oils 


Public Utilities 


Detroit Edison 
Pacific Gas & Electric 


Commodities 


Tobacco ... 
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Seven Per Cent and Safety 


How to Obtain Both in the Present Market 


back. The rapidity of the rise in 

market prices of sound investment is- 
sues over the past few weeks has been un- 
equalled for many years back. The public 
demand for bonds of all description seems 
insatiable. Practically every new issue 
that has been brought out recently has been 
snapped up almost before it was announced. 
Bond dealers and investors alike have been 
virtually “scrambling” to buy. 

The rise in the bond market has carried 
many issues to new high levels. Where 
only last month it was possible to pick out 
any number of high grade issues yielding 
7% or more, it is today a pretty difficult 
matter to obtain “seven per cent and 
safety.” Of course, many good short term 
issues are still available at prices yielding 
from seven to eight per cent, but the ma- 
jority of these issues only run from five 
to ten years. By the time they mature, 
and when re-investment becomes necessary, 
the probability is that interest rates will 
have made still greater progress toward 
normalcy; in which event, the investor will 
be lucky if he can obtain 6% ; and, as likely 
as not, he may be glad to get even 542%— 
provided, of course, he maintains the safety 
of his principal. 

It is still possible, however, to make 
up a diversified list of long term bonds 
that will give an average return of 7%. 
With this object in mind the writer has 
selected the bonds listed in the accom- 
panying table. In making the selec- 
tions, safety of principal has been the 
first consideration. It will be noted 
that the average return on the invest- 
ment is 6.92%. It has been necessary 
to include certain bonds selling at a 
premium, but the total amount of pre- 
miums comes to 18% points against 
total discounts of 32 points. Thus when 
all bonds were paid at maturity the net 
profit would amount to 13% points. 
This profit will be more than sufficient 
to bring the average yield on the total 
investment to over 7%. 

The selections comprise a diversified list 


Bos have staged a wonderful come 


By R. M. MASTERSON 


of eight bonds equally apportioned between 
the rails, industrials, public utilities and 
foreign governments. The bonds, in the 
opinion of the writer, are all suitable for 
sound investment; the earliest maturity is 
15 years, the latest 25 year’; and the bonds 
all enjoy a ready market. The following 
specific comments are made on each issue. 





Great Northern Railway 


General Mortgage 7% Gold Bonds 
of 1936 











This issue, considered from all stand- 
points, is one of the most attractive rail- 
road bonds on the New York Stock Ex- 
change. Outstanding in amount of $115,- 
000,000, the bonds are secured by direct 
mortgage on 7,675 miles of road, terminals, 
franchises, leases, equipment, etc. Under- 
lying bonds are outstanding only in amount 
of approximately $21,000 per mile of road 
and no more of the underlying bonds may 
be issued. 

In addition, the general mortgage 7s are 
secured by pledge of $51,345,394 additional 
bonds and by $82,938,700 Chicago, Bur- 
lington & Quincy stock. This Burling- 
ton stock has a book value of $179,147,592, 
and it is both earning and paying dividends 
of 11%. Accordingly Great Northern 
receives a yearly income from this 
stock of $9,122,707 with which to take 
care of $8,050,000 interest on the gen- 
eral mortgage 7s. The strength of this 
C. B. & Q. collateral is indicated by the 
fact that the road has not at any time 
since 1901 earned less than 11% on its 
stock, while in 1920 the income avail- 
able for dividends amounted to over 
$20 per share. 

One particularly attractive feature of the 
bonds is that they may not be redeemed 
before maturity. 

The equity in property behind the issue 
amounts to over $5,600 per $1,000 face 
value of bonds. Following the bonds there 


is outstanding $249,477,150 of Great No: th- 
ern capital stock on which dividends h.ive 
been paid at the rate of 7% since 1$99 
Based on the present market value of this 
stock, the indicated equity over and above 
the general mortgage 7s is more thar 
$185,000,000. 

These general mortgage 7s are legal 
savings banks in Connecticut, Michigan 
Minnesota, New Hampshire, New Jer:e 
Ohio, Oregon, Rhode Island and Wisconsir 
and for insurance companies in New York 
State. They are high grade in every ~ 
spect and combine a number of attract v 
features which stamp them as a railrcad 
bond of unusual merit, destined to become 
more and more popular with the investing 
public as their soundness comes to be mor 
fully realized. 





Grand Trunk Railway of 
Canada 
15-Yr. 614% Equipment Trust Cer- 
tificates of 1936 











These Grand Trunk certificates are is- 
sued in amount of $12,000,000 under thie 
“Philadelphia Plan” against new railway 
equipment costing over $16,000,000. As 
readers of THe MaGAzIne oF WALL 
STREET are aware, the railway equipment 
certificate is one of the safest forms of in- 
vestment. Title to all this Grand Trunk 
equipment remains vested in the Fidelity 
Trust Co., of Philadelphia, the Trustee, 
for the benefit of certificate holders, dur- 
ing the life of the certificates; and the 
equipment is leased to the Grand Trunk 
Railway for rentals equal to the principal 
and dividends of the certificates, together 
with the insurance, taxes, and all other 
charges. 

Semi-annual payments of $400,000, which 
began August 1, 1921, must be used to pur- 
chase certificates at or under par, if o)- 
tainable, but the certificates cannot le 
called. Any unexpended balance must he 
used to purchase ‘certificates or Canadian 








Security 
Great Northern Railway Genl. Mtg. Bonds 
Grand Trunk Railway Equip. Trust Ctfs 
Midvale Steel & Ord. Co. S, F. Conv, Bonds... 
Wilson & Co., Inc., First Mtg. Bonds 
Toledo Edison Co, First Mtg. Gold Bonds.... 
Cuban Telephone Co, First Lien & Ref. Mtg... 


Govt. of Switzerland 20 yr. S. F. Gold Bonds.. 


Republic of Chile 25 yr. 8. F. Gold Bonds 
*To be listed on N. Y. Stock Exchange. 
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It has been ry to 


discounts of 32 points. 





The Investment 


Lowest 

Denomination 
$100 
$500 
$500 

$1,000 
$500 
$100 


Interest 
Rate 
7% 
6%% 
5% 
6% 
7% 


74% 


Maturity 
July 1, 1936 
Feb. 1, 1936 
March 1, 1936 
April 1, 1941 
Sept. 1, 1941 
Sept. 1, 1941 


8% July 1, 1940 $50 


8% Nov. 1, 1946 $100 


tBonds not redeemed to be paid at 105 at maturity. 
certain bonds selling at a premium, but the total amount of premiums comes to 18% points against total 
Thus, when all bonds were paid at maturity the ret profit would amount to 13% points. 
than sufficient to bring the average yield on the total investment to over 7%. 


Redemption 

Price 
non-callable 
non-callable 

105 
107% 

110 to 101 
107% to 105 
during last \ 

10 years only J 
105 during last 

10 years only } 
110 to 105¢ 


Annual 
Return 
6.57% 
6.44% 
6.25% 
6.45% 
6.90% 


Approx, 
Market Price 
. Btock Exg. 106% 
. Curb 101 
. Stock Exg. 80 
. Stock Exg. 93 
. Curb* 101% 


i i ttt 


N. Y¥. Curb 7.57% 


7.30% 
7.92%, 


N, Y¥. Stock Exg. 
N. Y¥. Stock Exg. 


AVERAGE 


This profit would be more 
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rnment obligations due before the ma- 
date of the certificates. * Certificates 
iased at a premium by the railway 
any under the foregoing provisions 
to be accepted by the Trustee at par. 
r the provisions of the Statutes of 
la the rentals payable under the lease 
is equipment rank as a railway work- 
expenditure and constitute a claim 
ist earnings prior to both principal and 
est of mortgage debt. 
ve Grand Trunk Railway is the oldest 
ay system in Canada, having been in- 
rated in 1852. The largest portion of 
nileage lies in the most populous por- 
; of Ontario and Quebec and its lines 
oughly cover their important manu- 
iring districts. It also owns, through 
idiaries, large mileage in the United 
es and its lines are operated as one 
em extending from Chicago to Port- 
Me., and reach Detroit, Toledo, Mil- 
ikee, Buffalo, Niagara Falls, Toronto, 
vwa, Montreal, Quebec and other im- 
tant cities. The total mileage is 4,778, 
vhich 1,965 miles is double track 
he Grand Trunk Railway is to become 
part of the 


ance sheet, dated December 31, 1920, cur- 
rent assets exceeded $98,000,000, against 
current liabilities of only a trifle over $12,- 
000,000. Cash and marketable securities 
(the latter consisting mostly of Govern- 
ment obligations) alone stood at over $32,- 
020,000, or more than 2% times all liabili 
ties. 

he 5% boads of 1936 are outstanding in 
amount of $42,479,500 and, with $11,046,000 
Is of subsidiaries, constitute the com- 
The bonds are a 


VOLUS 
pany’s sole funded debt. 
direct cdligaticn of the company and are 
additionally secured by pledge of 860,355 
hares, out of a total of 900,000 shares, of 
the capital stock of the Cambria Steel Co 
for which the Midvale Steel and Ordnance 
Company paid over $69,000,000 in cash. The 
bonds are further protected by a provision 
in the indenture which prevents the com- 
pany from mortgaging or pledging any of 
its properties or holdings in subsidiaries 
without equally securing these bonds. 

The value of the company’s net tangible 
assets as shown by the December 31, 1920 
sheet, after deducting all liabili 
subsidiary company obligations, 


balance 


ties and 








tions return to anywhere near normal, 
Even if a change for the better should not 
come about as early as looked for, Midvale 
is so strongly fortified with cash and quick 
assets that it could continue operating 
without profit for years before the bond 
interest would be in danger, 





Wilson & Company, Inc. 
First Mortgage 6% Bonds of 1941 











Wilson & Co., Inc., is an outgrowth of 
the old firm of Schwarzschild & Sulsber- 
ger Co., which was originally established in 
1853. The record of the business from the 
beginning has been one of successful opera- 
tion and growth and today Wilson & Co., 
ranks among the four largest pack- 
ing concerns in the United States. Net 
sales of the company and its subsidiaries 
have increased from $55,000,000 in 1903 to 
over $370,000,000 in 1920. 

The company’s plants, now owned di- 
rectly or through subsidiary or affiliated 
companies, comprise twelve meat-packing 

plants advantage- 
situated in 


Inc » 


ously 





nadian Na- 
ial Railways 
stem, owned 
the Dominion 
vernment. The 
tem will event- 
.lly comprise 
er 22,275 miles, 
iching _practi- 
lly every  im- 
rtant center in 
nada. The cer- 
cates are to be 
aranteed by en- 
irsement both 








the livestock pro- 
ducing centers of 
the United States, 
The plant in Chi- 
cago alone covers 
about 28 acres of 
land; in New York 
City the plant oc- 


cupies two city 
blocks bounded by 
45th and 47th 
Streets and First 
Avenue and the 
East River; and 
the Kansas City 








to principal 
d dividends by plant covers about 
e Grand Trunk 19acres, The com- 
iilway; and as pany also owns 

Canadian through _ subsidi- 
;overnment is to A SCENE ON THE GRAND TRUNK aries two meat- 
vn the entire In the Vermont section of New England—The Grand Trunk operates considerable packing plants im 
eference and mileage in American territory—The company bonds are described — Ame — 
ae in the accompanying article aantiel ss iy 


( road this 

uarantee as- 

imes, to a certain extent, some of the 
iaracteristics of a Government guar- 
ntee, 

The railroad equipment alone gives 
high degree of security to these cer- 
ficates but the strength of the system 
nd its close affiliation with the Cana- 
lian Government makes their safety 
nquestionable. 





Midvale Steel & Ordnance 
Company 
20-Yr. S.F. Conv. 5% Bonds of 1936 





In selecting and recommending this Mid- 
ale bond for conservative investment the 
vriter has not failed to take into consider- 
ition the fact that the steel industry is to- 
lay in a state of extreme depression. Mid- 
vale Steel, however, was able to roll up 
such high profits during the war period, a 
large part of which were retained in the 
business, that it is in an unusually sound 
financial condition today. 

According to the company’s latest bal- 


for NOVEMBER 26, 1921 


amounted to over $113,000,000, or nearly 
$4,000 behind each $1,000 bond. This was 
after deducting reserves of over $44,000,000 

For the year 1920 the company’s net 
income, available for bond interest after 
all other charges, amounted to $15,- 
159,730, or nearly 6 times bond interest 
requirements of $2,734,811. Operations 
for 1921 have been carried on at a very 
reduced scale and for the first 9 months 
of the year net income before bond 
interest and depreciation amounted to 
only $1,796,339 against interest charges 
of $2,260,774. The management, how- 
ever, showed its conservatism by dis- 
continuing dividends on its stock early 
in the year, although with its large 

‘cash resources and a surplus of prac- 
tically $60,000,000 it might have easily 
continued them. 

In view of the fact that Midvale Steel 
fell short of bond interest requirements by 
less than $500,000 during the past nine 
months of almost complete stagnation of 
business there seems to be no doubt what- 
ever as to the company’s ability to earn a 
wide margin over its charges when condi- 


a third plant there, 
The first mortgage authorizes $25,000,000 
bonds, of which there are outstanding 
(Apr. 15, 1921) $23,359,000, $853,000 being 
held in the sinking fund and the balance of 
$788,000 being unissued. The bonds are a 
direct obligation of the company and sub- 
ject to only $654,875 real estate mortgages 
and purchase money obligations. They are 
secured: by a first mortgage on the pack- 
ing plants in New York, Chicago and 
Kansas City, branch house properties 
(owned in fee) and practically all other 
real estate of the company; collaterally 
(through pledge of entire issues of bonds 
and capital stocks, except directors’ shares) 
on the packing plants in Oklahoma City 
and Los Angeles, and on practically all the 
branch house properties owned in fee by its 
subsidiaries; and through pledge of the 
company’s entire holdings of stocks of 
other important subsidiary companies. 
The value of the Wilson plants, accord- 
ing to the balance sheet dated December 
31, 1920, amounted to over $30,600,000 and 
investments in subsidiaries stood at more 
than $14,800,000. Current assets amount- 
(Continued on page 140.) 
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New York, Chicago & St. Louis R. R. 





Nickel Plate in Strong Position 


Company Has Done Particularly Well in Recent Months—Bonds and Preferred Shares Attractive 


R. R., otherwise known as_ the 

“Nickel Plate,” was incorporated on 
September 27, 1887, as a successor to the 
New York, Chicago & St. Louis Ry. Sub- 
sequently the New York Central R. R. ac- 
quired control of the company through the 
purchase of $2,503,000 par value of Ist 
preferred stock, $6,275,000 of 2nd preferred 
and $6,240,000 of common. 

The acquisition of this road by the New 
York Central interests was a step that 
seems to have been entirely unjustifiable, 
for it effected what was obviously a dupli- 
cation of lines between Chicago, IIl., and 
Buffalo, N. Y., and was therefore an act 
in restraint of free competition. On July 
6, 1916, the New York Central R. R. sold 
all its holdings in the road to some Cleve- 
land interests and the new management 
took over complete management. Since the 
change Nickel Plate has been doing better 
than it ever did under the New York Cen- 
tral control. 


Better Off Without Guarantee 


Nickel Plate is one of the very few roads 
in the country that would have been con- 
siderably better off without the Govern- 
ment guarantee for the years 1918, 1919 
and 1920. The road has been doing so 
well this year that the directors resumed 
the 5% dividend on the common stock 
which had not been paid on this class of 


Te New York, Chicago & St. Louis 


By ARTHUR J. NEUMARK 


stock since 1913. These facts should dis- 
pel any fear on the part of investors that 
this company is not able to take care of 
itself without being linked up with a larger 
system. As a matter of fact, this road con- 
trolled by interests other than New York 
Central should be a more profitable propo- 
sition to its stockholders than when it was 
controlled by the latter road. 
operates over 500 miles of road throughout 
a highly industrialized section of the coun- 
try. It has a direct line between Chicago 
and Buffalo and passes through both Ft. 
Wayne, Ind., and Cleveland, Ohio. The 
road receives traffic from all sections of 
the country. It receives a large amount 
of the traffic coming from points south of 
its line from the large number of north 
and south bound roads which connect with 
the Nickel Plate running east and west; 
and vice versa traffic originating on the 
Nickel Plate is routed south along these 
various lines. 

At Chicago the road receives large con- 
signments of grain and also considerable 
traffic from Lake Michigan. At Buffalo 
the road undoubtedly has a close working 
agreement with the Delaware, Lackawanna 
& Western and carries on a very profitable 
interchange of traffic with this road which 
has a direct line from Buffalo to Jersey 
City. At Buffalo the road also obtains a 
good volume of traffic from Lake Ontario 
and Lake Erie. Under the management of 


Nickel Plate , 


New York Central a great deal of valuabl 
traffic was diverted to the New York Cen 
tral lines which parallel Nickel Plate al 
the way. 

It is very plain to see that Nickel Plate 
is not dependent on New York Central at 
all but, on the contrary, is essentially a 
keen competitor of the latter and well able 
to take care of itself along its entire route. 
It is true that the road will probably lose 
what traffic it obtained from the Big Four, 
a subsidiary of New York Central, but this 
amounts to but a drop in the bucket com- 
pared with what the road will gain through 
open competition with the New York Cen- 
tral lines between Chicago and Buffalo. 
The increased earnings of the road since 
the change wm control reflects to a large 
extent the new conditions. 


Earning Power and Capitalization 

Nickel Plate is one of the few of the 
smaller systems that cannot be classed 
among the “weak” roads because of a 
financial structure out of all proportion to 
earning power. While Nickel Plate has 
not always been a consistent earner, it has, 
nevertheless, shown an earning power suf- 
ficient to insure balances of from $1 to 
$8 a share on the common stock in most 
every year since 1900. In the period from 
1904 to 1912 the road averaged earnings 
equivalent to $6 a share on the com- 
mon. 1913, 1914 and 1915 were three of 
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poorest years in the history of the 
mpany. In 1913 the road reported a 
lance of but 90c a share on the common 
i in 1914 fell short of covering its fixed 
irges by about $184,000. The year 1914, 
course, was a year of adverse railroad 
eration in general. In 1915 the road 
iin reported a very small balance on the 
mmon stock. In 1916 Nickel Plate 
inged hands and earned over $5 a share 

the common 





maintained at present. The comparison of 
per mile and per unit of equipment main- 
tenance with Pere Marquette and Big Four 
(Cleveland, Cincinntti, Chicago and St. 
Louis) is used as probably being the most 
comparable roads, but in studying the 
comparison it should be borne in mind that 
Big Four’s maintenance should be heavier 
than Nickel Plate’s because the former 
road carries a much larger percentage of 





terest charges were earned on an average 
of twice over. In only one year, 1914, did 
the road fail to fully cover interest charges. 
These issues are selling at 924% and 78%, 
respectively, at which prices they yield 7% 
to maturity. This is a very attractive yield 
for these bonds as they both may be classed 
as sound investments with excellent pos- 
sibilities for considerable enhancement in 





ck. In 1917 the 
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COMPARATIVE MAINTENANCE TABLE 
MAINTENANCE OF WAY AND STRUCTURE PER MILE OF ROAD. 


1913 1916 
206s00 pecocevoesnsens $2,€71 $2,383 
seen 1,263 936 
2,565 1,603 


MAINTENANCE OF EQUIPMENT. 
Per Freight Car 
1916 1920 


value, 
Preferred and 
Common Stocks 
The Ist pre- 
ferred 5% stock 
1918 1920 . 
$5,000 $6,000 of the company 
1,693 2,360 is a safe and 
3,046 7,773 . . 
attractive invest- 
ment at current 


Per Pass. Car levels, the only 








1erease in Per Locomotive 

“ 1916 1920 1916 1920 
e funded _— Nickel Plate ca ; $8,000 ye $250 : $1,770 drawback to the 
it since then Pere Marquette ...... $4,000 &,400 $140 180 $800 1,500 aanttiien tude ie 

; _ Su rer = 7987 208 - bye ecurity being the 
1ese increases narrowness of the 
ive been more a market, which 
an offset by the oF é' might result in 
creased volume of business handled. the products of mines which causes greater difficulty in purchasing or selling the 


As a matter of fact the funded debt of 
e company has been kept well in hand 
comparison with the increase in gross 
isiness handled since 1905. Since that 
ite there has been an increase of but 92% 
funded debt compared with an increase 
210% in gross earnings. From 1910 
1920 the funded debt increased but 28% 
hile gross earnings were increasing over 
50%. The earnings of the road for the 
urrent and last three years were the best 
i the history of the company. These earn- 
ngs are calculated on a basis in accord- 
nce with a peculiar provision of the pre- 
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ferred and common stock agreements as 
to dividend disbursements. It is provided 
that after 5% has been paid on the com- 
mon all classes of stock shall share equally 
in any further distribution. Therefore, in 
figuring the amount of earnings available 
for the common the same apportionment 
of earnings must be made, 
Maintenance 


Nickel Plate’s excellent showing is 
not being made at the expense of the 
property. 

The road and equipment has always been 
well maintained and is being sufficiently 
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wear and tear on both road and equipment. 
This holds true to a lesser degree on 
Pere Marquette. 
Secret of Success 

Nickel Plate is a very efficiently operated 
little road, as a study of traffic statistic 
figures would plainly reveal. But this is 
not the real reason for the road's success. 
Underlying every other factor is the fact 
that the road is most strategically situated 
and really has not a mile of road that is 
not a valuable traffic producer. A total of 
574 miles of compact road running through 
highly industrialized sections and entering 
important gateways of trade at both ex- 
tremities of the line constitute the Nickel 
Plate system. A road so situated as to 
obtain not only east-west traffic, but to 
enjoy a large interchange of north-south 
traffic with the many roads which cross 
Nickel Plate’s lines. As a result of this 
heavy concentration of traffic all along the 
road Nickel Plate naturally obtains a much 
greater amount of business per mile of 
road operated than almost any other road 
in the country. The only exceptions to this 
are a few of the standard eastern carriers, 
such as Pennsylvania, New York Central, 
and Central R. R. of N. J. Not even such 
heavy coal carrying roads as Baltimore & 
Ohio and Norfolk & Western have as large 
a volume of traffic per mile of road oper- 
ated as Nickel Plate. 

Bonds 


The Ist Mortgage 4% Bonds of 1937° 
are rated among the best of this class. 
These bonds are a first mortgage on the 
entire property of the company and rank 
ahead of every other issue. There are 
about $18,000,000 of bonds outstanding, 
selling around 82, at which price they 
yield 5.7% to maturity. Investors need 
have no fear whatsoever about owning 
any of these bonds. 

The remaining two issues of Nickel 
Plate bonds rank equally as second mort- 
gages on the property subject to the above 
mentioned bonds. The issues are the 
2nd & Imp. Mtge. 6s of 1931 and the 
Debenture Gold 4s of 1931, of which there 
are outstanding $4,956,000 and $10,000,000, 
respectively. Both issues are well secured 
as to assets and earnings. For the ten 
years ended December 31, 1920, total in- 


stock. There are but 49,979 shares of 
stock of $100 par value outstanding and 
very few shares change hands in the 
course of each week's trading on the 
New York Stock Exchange. The stock 
is quoted 68 bid, offered at 72 at this 
around these prices the 
yield of 
a high grade 
Dividends 


writing. At 
holder receives a 
which is rather high for 
investment preferred stock. 


about 7%, 


have been paid regularly on «this stock 
since 1910, with the exception of the 
year 1914, and earnings for this period 


have averaged over 5.8 times the dividend 
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requirements of this issue. For the last 
five years earnings have averaged 6.6 times 
the annual dividend payment. The stock 
has the added speculative attraction of pos- 
sible extra disbursements in years of un- 
usual prosperity. It is provided that after 
5% has been paid on the common all classes 
of stock share equally in any further dis- 
tribution. 

The 2nd preferred stock also pays 5% 
per annum and js at present quoted 58 
bid, 62 asked. The market for this stock 
is also narrow although somewhat better 
than that for the Ist preferred stock. 
There are 109,998 shares outstanding with 

(Continued on page 146) 





Industrials 


How Tobacco Industry Has Fared Under 


Readjustment 


Changes Effected Since Last Year—What the Industry Comprises—The Future 


have changed greatly since last year, 
and while there are signs of revival 
here and there in various sections of the 
country, the situation at large certainly 
does not present as pleasant an aspect as 
was the case a year ago. There have been 
two salient developments; (1) the change 
in demand from the medium and _ high- 
priced tobaccos to those of cheaper grade, 
which was the result of the fall in earning 
power throughout the country; and (2) 
the gradual crumbling of the price struc- 
ture. 
The retail end of the tobacco industry as 
a whole, up to recently resisted the influ- 
ences of deflation 


(Chere anaes in the tobacco industry 


By E. D. KING 


the fall in prices and are in somewhat the 
same position as the cotton growers were 
in before the recent advance in the price of 
that commodity. However, the tendency 
recently has been toward improvement and 
very probably the tobacco growing industry 
will be in a more favorable position next 
year than it has been for over a year. Costs 
of production are lower, high-priced to- 
baccos have been sold and planters have 
taken their loss. In general, the planters 
seem to be nearing the end of their period 
of adjustment. This, of course, applies 
more particularly to companies like Ameri- 
can Sumatra than to some of the other 
leaders. 


brands are moving satisfactorily. There 
has been a striking increase in demand for 
what are known as “little cigars,” that is, 
cigars which are sold in packages of ten 
or a dozen. 

Contrasting sharply with cigar manufac- 
turing, the cigarette manufacturing branch 
has done uniformly well this year. Pro- 
duction has increased and demand has 
shown a striking advance. Cigarettes, ~en- 
erally, are cheaper than cigars, and many 
smokers who formerly were partial to ci- 
gars have now turned toward the less ex- 
pensive cigarettes. 

On the whole, the tobacco manufactur- 
ing industry, including cigars, little cigars, 

smoking tobacco and 





more stubbornly than 
almost any other in- 
dustry. On the other 
hand, in the primary 
markets, tobacco de- 
clined abreast with 
the other agricultural 
commodities. Thus 
the situation was any- 
thing but uniform. 
On the one hand, leaf 
tobacco broke pre- 
cipitously, the decline 
continuing for almost 
a year, and on the 
other, wholesale and 
retail prices held up, 
although there were 
more signs ot reces- 
sion in wholesale 
prices. In the sense 
that the retail end 
was the last to feel 
the effects of deflation, the tobacco industry 
presents about the same aspect as other 
mercantile branches. 





Three Large Groups 


There are three main phases of activity 
in the tobacco industry, (1) tobacco grow- 
ing, (2) manufacturing, and (3) distribu- 
tion of manufactured products through the 
wholesale, jobbing and retail trade. Of 
these three, the tobacco planters so far 
have suffered by far the most of any of the 
groups involved. Owing to the less favor- 
able domestic and particularly the foreign 
situation, raw tobacco has moved slowly 
and only recently has it given signs of life 
which is, probably, due more to the large 
curtailment of production than to an actual 
increase,in demand. The result has been 
to advance leaf tobacco in some instances, 
while others are still quiet. 

Tobacco planters have been hard hit by 


100 


A TOBACCO FIELD IN TURKEY 


Natives, with their tasseled caps, working in a Turkish field. The produc- 
ing branch of the tobacco industry was the first to feel the effects of deflation. 


With regard to manufacturing, the situ- 
ation is somewhat involved. One of the 
main difficulties has been that factory 
workers have in many cases proved recal- 
citrant with regard to the matter of ac- 
cepting a lower wage schedule or mater- 
ially changed working conditions. At the 
same time, many manufacturers have suf- 
fered from the decline in demand from the 
wholesale and jobbing end of the business. 
The result has been that their business has 
fallen off at the same time that operating 
expenses have kept high. This situation 
applies more particularly to makers of 
medium and high-priced cigars. 

Consumers are generally disposed to fa- 
vor the cheaper brands of cigars, and the 
result has been to curtail the demand for 
the more expensive ones. Thus the manu- 
facturing end of the industry also presents 
an irregular aspect, the more expensive ci- 
gars not doing so well, whereas the cheap 


cigarettes, is more 
active now than at 
the period of greatest 
depression last Spring, 
but very considerably 
below that of last 
year this time, 


The Retail Situation 


The sharpest 
changes are now oc- 
curring in the retail 
end of the business. 
While the retail 
price level has held 
solidly during the 
first eight months 
of the year, in marked 
contrast with retail 
prices on other com- 
modities, the structure 
has recently begun to 
crack and in a num- 
ber of leading brands there have been 
cuts by the leading distributors amount- 
ing in some cases to as much as 20%. 
The average cut has been 1214%. 

It is significant that price changes should 
now be occurring just at the commence- 
ment of the Christmas season when the de- 
mand normally increases. The reason is 
that the retail distributors are anxious to 
work off as much of their high-priced 
goods as possible and are taking steps 
accordingly. 

While the tobacco planters have prob- 
ably turned the corner of depression, and 
while the manufacturers have made con- 
siderable progress with regard to liquidat- 
ing their high-priced stocks, there is still 
considerable room for improvement among 
the retail distributors. Undoubtedly they 
face an irregular period with the margin 
of profit probably on a declining scale. 

(Continued on page 130.) 
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American Tobacco 


Leader of the Industry—In Strong Financial Postion—Securities Have Possibilities 


ry\HE American Tobacco Company 
occupiés a position in the tobacco 
manufacturing industry somewhat 
ilogous to that occupied by the 
nited States Steel Corporation in the 
el industry and that occupied by 
naconda in the copper industry. In 
ort, it is the leader of the tobacco 
mpanies. 
In 1911, the American Tobacco Com- 
iny was ordered dissolved by the 








AMERICAN TOBACCO 
Working Capital Dec, 31, 1920. 


Current Assets 
Inventories $81,559,574 
Stocks and Bonds 29,123,870 
Cash 10,023,983 
Bills and accounts receivable. . 10,081,522 
Due from other companies... . 2,398,686 
Prepayments 568,125 


$133,755,760 
Current Liabilities 
Dividend scrip 
Preferred dividends (Jan. 3). 
Accrued interest 
Taxes, miscellaneous, etc 


Accounts and bills payable... 
Due to other companies...... 


790,496 
314,590 
4,939,798 
9,992,954 
211,495 





$111,078,431 














‘nited States Supreme Court under the 
nti-Trust law and the plan of dissolu- 
ion as approved by the Court provided 
wr the segregation of the company into 
urteen separate and independent com- 
anies. After the segregation, and 
fter the sale of certain of its proper- 
ies to the Liggett & Myers Company 
nd the P. Lorillard Company—form- 
rly part of the old monopoly—the 
\merican Tobacco Company was left 
ith a number of different plants, fac- 
ries and warehouses situated in va- 
ious parts of the country. 

The total aggregate volume of output 
f these separate establishments easily 
laces American Tobacco in the front 
ank as a producer of the various to- 
acco products. A few figures may be 
f interest. It is estimated that the 
ompany has an output which roughly 
onstitutes 37% of the total United 
States production of cigarettes, 33% of 
smoking tobacco, 25% of plug tobacco, 
bout 10% of fine cut tobacco and 15% 
if little cigars. In other words, this 
me company manufactures roughly 
ibout 25% of the total manufactured 
tobacco in the United States. 

Among the products are some of the 
most famous used in this country, in- 
‘-luding Bull Durham, Lucky Strike, 
Tuxedo, Sweet Caporal, Pall Mall and 
Virgin Leaf. These brands are almost 
household names. 

The company does a business of 
about $150,000,000 gross a year, with a 
tendency to increase. In 1915, for ex- 
ample, the gross business amounted to 
$64,000,000, in 1917 $90,000,000, in 1919 
$146,000,000 and this year should cross 
the $150,000,000 mark. 
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High Earnings 


The rate of earnings has always been 
remarkably high. In the period 1915- 
1920 average annual earnings on the 
common stock amounted to $24.44 a 
share. In 1920, however, owing to prac- 
tically doubling the common _ stock 
through a 75% stock dividend and re- 
tirement of the dividends which for 
some time had been formerly paid in 
scrip, earnings dropped to $13.39 a 
share. This however, was equivalent 
to about $27 a share on the old common 
stock. 

Since the beginning of the year sales 
have shown a moderate increase and 
business in general has kept ahead of 
last year. The result should be a higher 
earning rate this year, certainly in ex- 
cess of the $12 dividend requirements. 

The company now has about $10,- 
000,000 cash and its working capital 
position is satisfactory. It is under- 
stood to have paid off all bank loans 
and the fact that it was in a position 
to retire $3,333,000 7% serial notes ma- 
turing November 1, 1921, several months 
ahead of time, shows the progress which 
it made this year with regard to 
strengthening its financial position. There 
are still $23,334,000 of these notes 
due, maturing finally Nov. 1, 1923, but 
at the rate of progress made by the 
company it would not be surprising if 
the entire note issue were paid off in 
advance of the maturity date. 

The company maintains amicable re- 
lations with its employees and has insti- 
tuted a plan whereby employees re- 
ceiving not over $5,000 per annum may 
subscribe—proportionately to their 
salaries—to the preferred stock at $90 
a share. Inasmuch as the stock is now 
selling at about 94, the employees are 
obviously offered a favorable oppor- 
tunity for investment. 


Capitalization 

The financial structure of American 
Tobacco is very complicated especially 
since the addition of the new class “B” 
common stock. The funded debt con- 
sists of $13,334,000 7% serial notes with 
final maturity at Nov. 1, 1923. In addi- 
tion there are two small issues of 4% 
and 6% bonds of this company and 
the Consolidated Tobacco Co., totally 
about $1,800,000. Both notes and bonds 
have the highest rating and are accept- 
able as conservative investments. 

There are three classes of stock issues 
(1) 6% cumulative preferred stock with 
a total of $52,699,700 in stock of $100 
par value; (2) $40,242,300 common 
stock of the same par value, and (3) 
$49,300,200 class “B” common stock 
also of $100 par value. The difference 
between the two classes of common 
stock is that the class “B” stock does 
not share in the voting privilege. 

The preferred stock is of the highest 
grade among industrial issues, which is 
denoted by the rather small yield. At 
the present price of about 94, this 6% 


issue returns only about 6.359% on the 
investment. However, it is so strong 
an issue that investors desirous of a 
fair rate of return with relatively abso- 
lute safety might do well to consider 
this stock for investment. 

In 1919, the company declared a stock 
dividend of 75% on the common stock 
payable in class “B” stock which was 
created for the purpose, and, in addi- 
tion, $12,032,720 scrip dividends were 
converted into class “B” stock making 
a total issue of this class of stock of 
$49,300,200. 

As stated previously, earnings last 
year amounted to $13.39 a share on 


AMERICAN TOBICCO EARNINGS 


On basis of new Capitalization 





both classes of stock or an equivalent 
of about $27 on the single issue of old 
common stock. This represented a de- 
cline from the previous year’s earnings 
of $31.83 a share. The drop was due 
to the slump in business at the end of 
the year. Since the beginning of 1921, 
however, conditions for this company 
have shown steady improvement. Sales 
during the first two months ran about 
$4,000,000 ahead of the corresponding 
period last year. During succeeding 
months there have been alternate 
periods of activity and relative quiet 
but on the whole the company will 
have made a good showing by the end 
of the year. 

The current rate of dividends $3.00 a 
share quarterly appears secure and at 
the present prices of 127 and 124 re- 
spectively for the common stock and 
class “B” stock they are attractive. 
The yield at this price is about 944%. 
From time to time the company has 
declared stock dividends. This year it 
paid an extra dividend of 434% in 
Mengel, Inc., stock. Considering the 
liberality of the management with re- 
gard to dividend disbursements it is a 
fair presumption that further extra pay- 
ments will be declared as conditions 
warrant. This, of course, would ma- 
terially increase the yield at the present 
price of both issues. 
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American Sumatra Tobacco 


Corner—Common Shares in Fair Speculative Position 


Slowly Rounding the 


N the June 11th issue of THe Maca- 
ZINE OF WALL Street the American 
Sumatra situation was correctly de- 
scribed and the omission of the common 
dividend which followed several months 
later was accurately forecast. In the 
meantime the stock has dropped from 
about 60 to its present level of 30. 
American Sumatra, being chiefly a grow- 
er of leaf tobacco, has felt the effects of 
the price decline in raw tobacco severely. 
The company is now feeling the full force 
of the situation, but inasmuch as the 


along the line of inventory adjustment be- 
fore true stability can be reached. 

Reflecting the straitened position of the 
company financially which finally resulted 
in the omission of common dividends en- 
tirely, the cash item showed a reduction 
from $1,900,000 in 1920 to $1,000,000 in 
1921. However, this item was made up 
through an increase in accounts payable, 
which advanced about $1,600,000 since the 
fiscal year 1920. 

Current assets stood at $17,000,000, 
against $16,700,000 in the previous year. 





AMERICAN 
(Year ends July 31) 
Other income 
Total income 


Selling and general administration expenses 
Interest, discount, etc. 

Depreciation, etc. 

Federal taxes, etc, 





Total deductions 
Net income 


Earned per common share 
*Before depreciation. 





SUMATRA 





1921 
$2,257,683 
524,441 


1920 
$5,201,283 
201,482 
$5,402,765 $2,782,124 
$724,910 
1,014,976 


$1,049, 865 
794,376 
173,319 
804.173 

$2,821,733 

$2,581,032 


$16.91 








worst seems to have been passed there is 
reason to believe that next year’s results 
will provide a more favorable showing. 

Last year (fiscal year ends July 31) 
Sumatra earned only $5.74 a share on the 
144,000 shares of outstanding common 
stock. For the year ended July 31, 1922, 
it is not likely that a much better showing 
can be made. The tobacco market situa- 
tion, so far as this company is concerned, 
is poor and shows little signs of early re- 
covery. While the company has harvested 
a fair crop, it will find it difficult to 
dispose of its product at anything like a 
favorable price. 

On the other hand, the company has 
skilfully set about reducing its operating 
expenditures and has pruned the cost of 
producing the 1921 crop down to $4,000,000 
against $5,500,000 in the 1920 year. In 
1918, however, the cost of producing the 
crop was only about $1,800,000, so that the 
1921 figures are unfavorable by compari- 
son since 1921 prices are only about the 
same as 1918 prices, whereas the cost of 
production is about 100% higher. This 
factor must be taken into consideration in 
estimating the future of the company. 


Financial Position 


During the year, the old crop has been 
pretty well cleaned up and the balance of 
unsold tobacco has been written down to 
meet the market level. It is very much of 
a question, however, whether the company 
will not have to write off a further amount, 
as the level of prices seems to be working 
slowly downward. 

At the close of the 1921 fiscal year, in- 
ventories stood at $3,127,077, an apprecia- 
tion of about 65% over the 1920 inven- 
tories and greatly in excess of any in the 
history of the company. This represents 
a weakness, of course, and indicates that 
further progress will have to be made 
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Current liabilities showed a shrinkage of 
about $800,000, being reduced from $6,400,- 
000 to $5,600,000, the difference being ac- 
counted for mainly by the fact that no re- 
serve for Federal taxes was set up as in 
the previous year, when this item amount- 
ed to about $800,000. 

Working capital amounted to about $11,- 
440,000, against $10,200,000. It must be 
remembered, however, that during the fis- 
cal year, the company increased its capital 
liabilities by about $2,400,000, so that finan- 
cially the company is not in so good a po- 
sition as at the end of the previous fiscal 
year. There is, however, one offset. The 
increase in capital liabilities, consisting of 
a new issue of $2,408,000 gold 714% notes 
due June 1, 1925, involves an extra pay- 
ment of only $179,000 annually, whereas 
by cutting out the dividend rate on the 
common stock the company saves $8 a 
share on the 144,000 shares of stock, or 
$1,152,000 annually, a net saving of nearly 
$1,000,000 a year. 

Undoubtedly, the omission of divi- 
dends immensely improves the financial 
condition of the company. Neverthe- 
less as long as the present funded debt, 
consisting of $6,195,800 gold 714% notes, 
remains on the books, it will constitute 
a menace to the common stock so far 
as the restoration of dividends is con- 
cerned. In any case, it is doubtful that 
dividends can be restored before the 
end of the current fiscal year. 


As to the Future 


From a long-range viewpoint, the com- 
pany gives a favorable impression. Amer- 
ican Sumatra not only is an important 
grower of tobacco but imports and ex- 
ports on a large scale. It is estimated that 
the company is the largest exporter of 
American leaf tobacco in the United States. 

In addition, the company controls the 


important Consolidated Cigar Company, 
with a very large potential output. Un- 
fortunately, at the end of 1920 this com- 
pany found itself with every one of its 
plants shut down owing to the unprece- 
dented state of affairs in the cigar manu- 
facturing industry alluded to in the re- 
view of the tobacco industry appearing at 
the head of this series. However, during 
the first six months of the year, this com- 
pany has largely reduced operating ex- 
penses, increased production and is under- 
stood to be operating at a profit. Earn- 
ings, of course, will largely flow into the 
treasury of the American Sumatra com- 
pany. 
The Preferred Stock 

The capital stock of American Sumatra 
consists of $2,000,000 7% cumulative pre- 
ferred stock with a par value of $100. 
Since 1914 earnings on this stock have al- 
ways been greatly in excess of dividend 
requirements and it seems to be in a secure 
position from this viewpoint. This stock 
is selling at $70 a share, offering a return 
of 10% on the investment. There ap- 
pears to be no logical reason why this 
stock should sell so low despite the 
rather unfavorable trade position of 
the company. The company’s finances 
are strong enough to easily take care 
of the dividends on this issue during 
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the period of adjustment ‘and the stock 
at this price appears to be an excellent 
semi-investment opportunity. 

The common stock has had an enormous 
decline from a high price this year of 87 
to the present price of 30 which is about 
as low as it ever sold in the history of the 
company. At this price the stock seems 
to have fully discounted the unfavorable 
position of the company and, while it is 
not likely to be restored to a dividend ba- 
sis for a considerable period, it seems to 
offer a good speculative opportunity for 
those in a position to invest a part of their 
funds in temporarily unproductive specu- 
lative enterprises in the hope of an even- 
tual appreciation that would make such a 
sacrifice worth while, 
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United Retail Stores 


Immediate Outlook Not Promising—Tobacco Business Affected by Price Cuts 


HE most important and _ valuable 
‘ae of the United Retail Stores Cor- 
holdings of United 
igar Store stock, amounting to 308,000 


shares of capital stock out of a total of 
United Retail 


poration is its 


328,661 shares outstanding. 
Stores, therefore, practically owns the very 
rrosperous United Cigar Stores Corpora- 
tion, the acquisition of the latter having 
een effected in October, 1920, on the basis 
f one share of United Cigar Stores com- 


non for two shares of class “A” stock of 


the United Retail Stores Corporation. 

In the first eight months of 1921, divi- 
United Cigar stock 
imounting to $11.50 a share brought about 
$3,500,000 income to the treasury of the 


lends on Stores 


United Retail Stores Corporation. Com- 
puting income for the balance of the year 
$3 a 
United Retail Stores should enjoy an in- 
come of about $4,400,000 this year from its 
holdings of United Cigar Stores stock. 
This would ‘amount to nearly $6 a share 
on the outstanding 633,100 shares of 
United Retail class “A” stock, including 
the same ameunt on the 160,000 shares of 
United Retail Founders’ shares. This, of 
course, is not sufficient to cover the pres- 
ent dividend requirements of $6 a share 
annually on both classes of stock, 

In order for the present rate of $6 a 
share to be maintained, United Cigar Stores 
has to pay at least $15 a share in divi- 
dends. So far this year the volume of 
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United Cigar Stores business has kept up 
to about last year’s volume, which was 
about $80,000,000 However, in the past 
few months the trend of the company’s 
prices has been downward so that the vol- 
ume of sales and margin of profit must 
have been affected. 

Last year with a large volume of busi- 
ness and prices at their highest, the com- 
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pany reported only $14.33 a share on its 
outstanding 328,661 shares of common 
stock so that the chances for its earning 
anything above that amount seem very slim 
this year. In fact, a lower rate of earn 
ings will probably be reported. As 
stated above, it requires at least $15 a 
year dividends on United Cigar Stores 
stock to enable United Retail Stores to 
maintain the present $6 dividend. 
Owing to present conditions, it will be 
impossible for United Cigar Stores to 
pay out $15 a share a year without dip- 
ping into surplus, so that, if United 
Retail is to keep up with the present 
rate of dividends, it will have to look 
elsewhere to make up the difference in 
income. 


Some Other Investments 


The only other income paying property 
of United Retail Stores is its holdings in 
R. J. Reynolds Tobacco class “B” com- 
mon stock, amounting to about 160,000 
shares. This stock pays $2 a share so 
that United Retail receives about $320,000 
from its investment in this company. This 
would amount to something like 40 cents 
a share on the United Retail stock, cer- 
tainly an insignificant amount considering 
the dividend requirements of $6 a share 

Among the company’s other holdings are 
400,000 shares of the United Retail Stores 
Candy Stores, Inc., stock. This stock is 
understood to be carried at $400,000, or $1 
This investment has proven abso- 
lutely unproductive. No income is being 
received, and it is understood that the 
business is not yet being operated at a 
profit. 

Another important holding is 170,000 
shares of Montgomery Ward stock. This 
stock is being carried at $30 a share but 
the present price in the market is about $18 
a share, so that the company has sustained 
a loss of $2,000,000 roundly in this invest- 
ment. Conditions are such that no return 
can be expected on the Montgomery Ward 
holdings for a very considerable period 

The last of United Retail Stores’ invest- 
ments consists of a large interest in the 
business of Gilmers, Inc. This company 
operates a string of department stores in 
the South. No income is being received 
from this property. 

It will be seen from the above that 
United Retail Stores relies chiefly on its 
investments in United Cigar Stores and, to 
a slight extent, on its holdings in the Rey- 
nolds company for income, 

It is doubtful that this year’s returns will 
provide $6 a share on both classes of 
United Retail common stock. Iy order for 
the present rate of dividends to be main- 
tained, either United Cigars or the holding 
company will have to dip into surplus. It 
is doubtful if either management would 
alter their conservative policy and with- 
draw funds from the treasury in order to 
maintain a high rate of dividends under 
present conditions. 


a share. 


Asset Value 
As at the end of 1920, the company’s in- 


vestments were carried at $42,304,557, 


which together with other items valued 
at $1,217,632 brought total assets up to 
$43,609,481. Deducting total current lia- 
bilities and $1,000 preferred stock, this left 
$37,583,925 for the class “A” and “Foun- 
ders” stock, or $47.39 a share on both 
classes of stock. However, it must be un- 
derstood that the company’s investments 
are being carried at what seems to be too 
high a figure, particularly the main hold- 
which consist of United Cigar 
stock. The this stock 


ings, 


Stores value of 





UNITED RETAIL STORE 


INVESTMENTS, 
Amount of 
Com, Shares 
308,143 


Company 
United Cigar Stores _ 
Retail Stores Candy 


United 

Stores 400,000 
R. J. Reynolds 160,000° 
Montgomery Ward & Co 170,000 
Gilmer's Inc. . 


*Class ‘‘B’’ stock. 
tEstimated at $2,000,0C0 











computed at the end of 1920 at about $150 
a share depends to a great extent on the 
maintenance of the present rate of divi- 
dends. As pointed out above, the ability of 
United Cigar Stores to maintain the cur- 
rent rate of disbursement is problematical 
under existing circumstances unless it de- 
cides on dipping into its surplus. Should 
the company be forced to adjust the divi- 
dend rate to meet the new conditions, the 
value of the stock would naturally fall off 
In that case the net asset value of United 
Retail Stores stock would be affected to a 
similar extent. 

United Retail class “A” stock is 
in the market for about $54 a share at 
present writing, or actually slightly above 
its asset value, which is highly unusual in 
these days when many common shares are 
selling from 25 to 100% their 
value, 

However, there is an offsetting feature 
in that some of the company’s investments 
like Montgomery Ward are just commenc- 
ing to turn the corner, so that the value of 
these investments may increase. This will 
probably not occur however, for a 
siderable period. 


selling 


below asset 


con- 


Conclusion 


It is well to remember that United Cigar 
Stores and, therefore, United Retail Stores 
are paying dividends at the highest war- 
time rate. In the meantime conditions 
have changed to an extent which would 
seem to render continued payments on such 
a scale a practically unwarranted thing 
While the company is the largest of its 
kind in the field and is undoubtedly a 
permanent and highly important factor in 
the tobacco business, it can under no cir- 
cumstances be considered immune to the 
conditions which have affected the rank and 
file of the industry. 

The company at best is in an uncertain 
position with regard to its present divi- 
dend, and in view of that fact the stock 
does not appear a desirable investment at 
these prices. 
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Tobacco Products Corporation 


Rapidly Strengthening Its Position—Sales Well Maintained 


HE Tobacco Products Corporation is 
g poten a manufacturing organiza- 

tion and its output consists of cigars, 
smoking tobacco and cigarettes. The cor- 
poration represents an amalgamation of 
many smaller concerns, controlling among 
others the following important companies : 
M. Melachrino & Co., Inc.; The Surbrug 
Co.; Schinasi Bros., Inc., and the Falk 
Tobacco Co. These companies manufac- 
ture many remarkably popular cigarette 
brands and other forms of tobacco 
products, 

In addition to its purely manufacturing 
enterprises, the company has entered the 
export field through the Tobacco Products 
Export Corporation and the American 
Foreign Trade Corporation. 
tobacco manufacturing concerns, the com- 
pany has had serious obstacles to surmount 
by way of inventory adjustment. At the 
end of 1920 the inventory item stood at 
$9,108,737 which, while it represented a 
decline of about 20% from the inventory 
account of the year before, still represented 


This year, however, 


Like many 


an excessive figure. 
further progress has been made with re- 
gard to liquidating high-priced tobaccos 
and with the inevitable writing-off at the 
inventories should be 


end of the year, 


materially reduced, 


Financial Position 


In 1920 the company strengthened its 
position with regard to current liabilities, 
having reduced this side of the ledger from 
$9,664,443 to $7,632,000. Later figures than 
December 31, 1920, are not available, but 
it is understood through an official that 
further progress in this direction has been 
made this year, so that the company’s 
financial position in general may be said 
to be improving. 

An item of considerable embarrassment 
to the company has been and still is the 
matter of scrip dividends. Since 1918 the 
company has been paying its 6% dividend 
on the common stock in two-year scrip 
bearing the rate of 7%. As these scrip 
dividends mature they form a considerable 
drain on the company’s treasury. Under 
present conditions with the tobacco indus- 
try in a rather uncertain position and con- 
ditions in general more or less unsettled, it 
is doubtful whether the management will 
care to impose a continual drain on the 
company’s finances by way of issuing scrip 
dividends, which in the long run is a very 
expensive affair. 

It is more likely, unless the manage- 
ment prefers to omit the common dividend 
altogether—which would not be warranted 
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considering the rather good earnings posi- 
tion—that an equivalent rate in stock divi- 
dends will be ordered until the time comes 
when it is felt that the stock can be safely 
restored to its cash dividends. The point 
is, of course, that while the company is 
financial position 


slowly improving its 


conditions do not seem to warrant the 
maintenance of the present rate of dividend 
in the present form. On the other hand, 
there are still 62,000 shares of common 
stock available for distribution to share- 
holders which would be a satisfactory sub- 


stitute method of continuing dividends, 
The Company’s Record 


The company presents a fairly good rec- 


ord on the earnings side. In the past 
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seven years it has earned an average of 
$7.34 a share on its common stock. In 
the three years 1918-1920, inclusive, it ac- 
tually earned the impressive amount of 


$33.78 a share. Before this period, how- 
ever, and with the exception of 1917, when 
earnings were $9.32 a share, the amount 
earned annually was very small, with a 
record low figure of $1.03 in 1914. 
Tobacco Products since 1917 has been 
quite a different affair from the company 
in the period 1912-1916. The earlier year 
represented the time of incorporation. 
Since 1916"the company has changed from 
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a purely holding company into an actually 
operating organization. Hence, the earn- 
ings record of the past few years is more 
nearly typical of its capacity. 

So far this year, Tobacco Products has 
done well. In the first six months of the 
year, according to the president of the 
company, net profits increased more than 
30% over those of the same period last 
year. As a result, earnings in this period 
were sufficient to take care of twice the 
preferred dividend requirements for the en- 
tire year. This, of course, is an excep- 
tional record considering the period through 
which the company has passed. 

During the past few months Tobacco 
Products has profited greatly from the low- 
er cost of raw materials entering into its 
products. Its bank borrowings, due to the 
lower trend of money rates, are not so 
costly; and with the demand for the par- 
ticular products manufactured by this or- 
ganization increasing, the results for the 
year should be quite exceptionally good. 

It may seem strange to some that with 
this prospect for good earnings, the writer 
at the same time should consider the aboli- 
tion of scrip dividends a possibility. The 
reason, as pointed out, is that while im- 
proved, the financial position of the com- 
pany is not yet liquid enough to warrant 
a continued drain on its funds by way of 
continuation of scrip dividends with a per- 
centage rate attached. Under the circum- 
stances, a conservative policy would seem 
to warrant an alteration of the present 
method of dividend payments. However, 
this would eventually be more than made 
up to shareholders through a distribution 
in stock dividends, 


The Preferred Stock 


The company has no bonds or other 
mortgage, the senior capitalization being 
its $8,000,000 7% cumulative preferred 
stock. Regular dividends have been paid 
on this issue since 1913. In every year the 
dividend on this issue was earned, and 
since 1915 dividends have been earned from 
three to six times over. From this record, 
it can be seen that the stock has a very 
stable earning power. Since 1915 the pre- 
ferred stock has fluctuated from 120 to a 
record low of 76, which occurred this year. 
The present price is 80 bid and 86 asked. 
Assuming a price of about 83, the pre- 
ferred stock is still selling at a very 
attractive price. At a price of 83 the 
yield is about 814%, which is a very 
good return on an issue of its stability. 

The common stock has a very wide 
range in the stock market, fluctuating in 
the past few years from a high of 115 toa 
low of about 45. The stock is now selling 
at 59, marking a recession of about 13 
points from the high of the present year. 
Considering the favorable outlook for 
the company, this common stock is 
fairly attractive over a long period. 
However, the price is still high, but 
upon any material recession in the mar- 
ket it would offer a favorable specula- 
tive-investment opportunity to those 
with a surplus to spare for such pur- 
poses. It is an issue worth watching. 
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Lackawanna Steel Co. 





A Strong Company With a Promising Outlook 


Lackawanna’s Financial Position Well-Nigh Impregnable—Common Shares Seem Underpriced 


wanna Steel has had a very rough 

time of it this year. In fact, this 
company has had to contend with greater 
difficulties than some of the other steel 
concerns on account of the fact that it is 
largely dependent on railroad buying of 
steel rails and during the first nine months 
of the year the railroads simply did not 
buy. Furthermore, Lackawanna, which, in 
addition to heavy rails, is a principal pro- 
ducer of other heavy products such as bars, 
shapes and plates, was affected by the un- 
precedented decline in demand for these 
products. The final results for the first 
nine months of the year consequently were 
anything but imposing. 

During that period a deficit of $2,182,667 
was rolled up, principally the result of 
deficits incurred during the second and 
third quarters, which amounted to $983,127 
and $1,208,275, respectively. In the first 
quarter the company just about broke out 
even. The results of the first three quar- 
ters offer a marked contrast to those of the 
same period last year, when the company 
reported earnings of $4,714,370. The dif- 
ficulties faced by Lackawanna, therefore, 
become apparent from a scrutiny of the 
figures for the first three quarters of the 
year. 


L= the other steel companies, Lacka- 


The Railroad Factor 


For years Lackawanna has been one of 
the biggest producers of heavy rails in this 
country, and a large part of its income has 
been derived from this source. Last year, 
for example, gross sales amounted to $70,- 
500,000, and of this amount over $20,000,- 
000 was derived from its production of 
heavy rails. This constituted almost one- 
third of the total gross revenue. From this 
it can be seen that the railroad factor is a 
very important one in estimating the com- 
pany’s outlook. 

In the past few weeks the carriers have 
begun to exhibit more interest in the rail 
market and are placing orders more heav- 
ily than was the case for some time pre- 
viously. This, however, is not an unusual 
occurrence at this time of the year, as this 
is the period when the carriers begin to 
anticipate their requirements for the fol- 
lowing year. 

It is generally well known that the rail- 
roads have, for financial reasons, been com- 
pelled to allow their equipment to run 
down. In many instances, as a result, they 
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will eventually have to enter the market 
heavily for all kinds of material. Fortu- 
nately, conditions have lately taken a bet- 
ter turn for the railroads and financially 
they are in a better position to add to their 
equipment. Next year, consequently, should 
see an increased volume of buying from 
this source. In other words, the demand 
for rails in 1922 is likely to be consider- 
ably heavier than that of the current year. 
On that bdasis, Lackawanna’s business 
should increase, as the company, which is 
one of the most important producers of 
rails, should receive a good part of the 
business offered. 

Other branches of Lackawanna’s busi- 
ness have recently shown a tendency to 
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pick up. September shipments, for exam- 
ple, were larger than those of August and 
the October results were fully as good. 
The heavy steel market, while not yet on a 
sound foundation, has shown signs of turn- 
ing, and this means a good deal to Lacka- 
wannan, whose products are altogether on 
the line of heavy rolled steel. The com- 
pany has not been affected in the slightest 
by the recent upturn in light steel products 
as jit manufactures none of these. 


Financial Situation 


From a financial viewpoint, Lackawan- 
na’s position is almost impregnable. The 
company owes nothing to the banks and 
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has about $3,000,000 cash. Inventories have 
have been steadily reduced during the year 
and no doubt will show a considerable de- 
cline at the end of the year from the pre- 
vious year’s figures when this item stood 
at $17,700,000. Customers’ accounts and 
accounts receivable more than balance ac- 
counts payable and the net working capi- 
tal amounts to over $22,000,000, or over $60 
a share compared with the present market 
price of $42 a share. 
Capitalization 

The company has two very excellent 
bond issues oustanding, the first mortgage 
5s due April 1, 1923, and the first consoli- 
dated mortgage (convertible) 5s due 
March 1, 1950. There are $10,862,000 of 
the first mortgage bonds outstanding and 
$6,891,000 of the convertible 5s. The first 
mortgage 5s coming due at so near a date 
will probably be refunded and the present 
price of 9634 indicates no anxiety on the 
part of holders on this score. At this 
price the bonds yield 5.17% flat and ap- 
proximately 74% to maturity. The 
convertible bonds at the price at which 
they are selling—about 80—offer a more 
attractive opportunity for a long-term 
investment. At this price they yield 
about 64% to maturity, which is an at- 
tractive return for so solid an investment. 
The conversion privilege—at par—expires 
next February and is, therefore, of little 
importance, as the common stock into 
which it is convertible is not likely to sell 
at par next February. These bonds sold 
this year as low as 70, where they were 
recommended by THe MAGAZINE oF WALL 
Street, but even at the higher price still 
offer an excellent inducement to conserva- 
tive investors. 

In addition to these two issues there are 
$558,000 car trust 5% certificates due ser- 
ially March 15, 1926. These notes are 
gradually being liquidated and probably 
will be cancelled long before the maturity 
date. 

There is no preferred stock outstanding, 
the sole capital stock obligation being in 
the form of $35,108,500 common stock of 
$100 par value. This stock showed an ir- 
regular and rather poor earning record 
before the war, but in the later period 
gave an excellent account of itself. Last 
year, despite many handicaps, earnings 
amounted to $12.23 a share. This year, of 

(Continued on page 145) 
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Angling for Back Dividends 


An Analysis of the More Prominent Issues Whose Dividends Have “Fallen Down”—Profits in 
Some—Others May Go on Defaulting 


By B. L. GOODRICH 
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“When peace proclaim:d with Germany. 


ESSENTIAL STATISTICS 
Delinquent Preferred Stocks 

Last Div. 

Rate-Date 
6% Aug. 1, 1921 
7% Oct. 1, 1920 
5% Apl. 15, 1921 
1% Apl. 1, 1913 
None ever paid 


Rate In Arrear 
$6 $43 34 
7 119 
7 4614 
*6 149 


High—Low High—Low 

1921 1919-1920 

63 34 —36 128 144 —36 

57 34 —4014 142 3, —35 
57 —33% 91%—33 % 
39 12 —20 le 68 74 —20 lg 
4454—33 14 58 344 —33 14 








HE possibilities now existing in cer- 
‘ h tain “preferred” stocks are undeni- 

able. In the past, a number of similar 
issues that’ for many years were in the 
“cat and dog” class graduated, and not 
only were the delinquent preferred raised 
to the eminence of investment issues with 
all arrears canceled, but their common 
companions came in for a goodly share 
of the turn in their affairs, and subse- 
quently sold much higher—with and with- 
out dividends attached. 

Cases like Corn Products preferred, 
American Linseed preferred, American 
Can preferred are within recent memory, 
where all back dividends were paid, com- 
mon dividends were started in the first 
two cases, and in the case of American 
Can its price and prospects very much 
improved in consequence, 


Cumulative Dividend No Legal 
Liability 

It should be understood that the issue 
of a preferred stock whose dividend is 
cumulative imposes no real obligation on 
the corporation that can be enforced by 
stockholders. Only conservative account- 
ancy would dictate the setting aside of 
substantial reserves in good years to pay 
off the arrears, wholly or partially, when 
business and earnings justify such a pay- 
ment. The owner of a preferred stock, in 
arrear or otherwise, is not a creditor but 
a stockholder, and as such he is a partner 
who must put up with the corporation that 
was originally long on promise but short 
on performance. 

However, the holder of these “sick” 
preferred stocks is in a strategic position 
towards his junior partners—the common 
stockholders. The latter have made a 
contract with him, not in so many words 
but in effect as follows: When business 
and earnings permit any dividend pay- 
ments at all, we, the preferred stockhold- 
ers, come first to the extent of our regular 
cumulative dividend of 6% or 7%, as the 
case may be. Next, we claim each year 
all arrears if the corporation can pay 
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them; if it cannot pay, we want so much 
thereof as the directors believe the cor- 
poration can judiciously disburse. If the 
corporation cannot pay something on ac- 
count, you—the common stockholders— 
must wait until you have discharged your 
entire debt to your senior partners (the 
preferred stockholders) before you get a 
single nickel on your investment. 

It can be seen that any preferred divi- 
dends that are cumulative and in arrears 
effectively prevent the junior common 
stock that follows the preferred from re- 
ceiving anything. In Wall Street par- 
lance “the common stock is not in line 
for dividends” when anything whatever is 
owing to preferred stockholders, 

It may be asked why a stock like Marine 
common sold up to 6734 during the last 
lamented bull market, while its preferred 
stock was substantially in arrear, and 
the common unable to receive anything till 
the latter was accounted for. We have 
often pointed out that speculation is based 
upon hope or fear, and disregarding the 
forgetfulness of those who buy high in 
bull markets, the element of hope raises 
the price of a common stock far removed 
from dividends and receiving nothing, 
towards the point of anticipation that the 
following will happen: 

The corporation may refund the bal- 
ance of preferred arrears by a cash pay- 
ment out of extraordinary earnings. 

It may decide to amortize the arrears 
by quarterly additions to the regular divi- 
dend—the I. M, M. actually did this. 

It could issue any other consideration 
in settlement of all arrears with the ap- 
proval of preferred stockholders, such as 
new preferred or common stock. 

On satisfactory settlement, the common 
stock would likely be on a dividend basis, 
and thereafter in a better investment posi- 
tion for good. 

The order of seniority of contract or 
ownership towards or in a corporation is 
important, and that is why the possession 
of cumulative preferred stocks substan- 
tially in arrear gives the holders the 


“whip hand,” so to speak, when prosper- 
ity comes along again. The bondholders 
are just creditors entitled to so much and 
no more, and in good times can be paid off 
at a moderate premium and their con- 
nection with the corporation ended. The 
preferred stockholders can hang on until 
they have had their pound of flesh in the 
way of arrears and regular dividends and 
still remain partners. Common stocks 
which are preceded by this type of pre- 
ferred stock are owned by a group of 
anxious people who are out in the cold 
at the far end of the line, waiting with 
Micawber “for something to turn up.” 


Bear Market Opportunities 


The best opportunities are found at the 
tail end of bear markets by keeping a 
watchful eye on this type of security, 
which at that time presents a far better 
opportunity than a good many common 
stocks not paying dividends—or whose 
dividends have been maintained for a 
while out of consideration for the feelings 
of stockholders, but not justified by facts 
and figures, 

Sometimes it may. happen—not very 
often, however—that the sick preferred’ 
stock is actually the senior obligation of 
the company, either without bonds preced- 
ing it, or a relatively Small funded in- 
debtedness. In such case the chances of 
the longer pull holder are much better. 

Let us hope that this preliminary dis- 
cussion of the status of cumulative pre- 
ferred stock in arrear will clear up the 
impression in the minds of many that the 
arrears are a debt of the corporation, and 
that the buyer is going ‘to get something 
for nothing by acquiring a block of the 
sick stock, 

There appears to be some fair opportu- 
nities in the last just now. The long line 
of bear market casualties in the way of 
sick and decrepit preferred stocks would 
fill many a corporation ward, and we have 
only the time and space to cover the high- 
lights of the situation. 
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S. S. “Minnekahda”’ passing through Kiel Canal, Germany 


International Mercantile Marine 


An Erstwhile “Mystery” Stock—42% Due on Preferred—A Busi- 
ness Man’s Speculative Investment 


HIS erstwhile “mystery” stock oc- 
1 curs to the mind first when we think 
of a preferred stock which has been, 
vas, is, and might be in that galaxy of 
tars that shine brightest in clear stars 
yr a year or so, ships and shipping have 
ven decidedly non est, as the Romans 
ised to say. As a money-maker, ocean 
ransportation jumps verily from the sub- 
lime to the ridiculous, and all the way 
ack again, and I doubt if any industry 
is more correctly in the prince or pauper 
lass than this one. Here is the situation 
in a nutshell. In 1914, IMM’s preferred 
stock sold at 334 and its common at %. 
In October, 1914, it defaulted on its 4%% 
bonds, and in February, 1915, fell down 
on a subsidiary’s 5% issue. By April, 
1915, it was “down and out,” with the ap- 
pointment of a receiver and no prospects 
so far as market quotations aforesaid 
knew to the contrary. 

Meantime the biggest war in industry 
had been in ful! blast for seven months, 
and ocean tonnage commenced to become 
more precious than pearls. The company’s 
tonnage ran into the hundreds of thou- 
sands, and the company even then—for 
disputed and no very clear reason—was 
persona grata wit the leading nation en- 
gaged in war. Marine’s tonnage became 
the biggest single factor, probably next 
after Schwab’s big guns, and the company 
experienced a sensational face-about in its 
affairs. By October, 1916, it had paid off 
the delinquent bonds, fired the receiver, 
and advanced its stock quotations as fol- 
lows: the preferred, 12554; the common, 
507g. At the end of that year the com- 
pany reported its banner earnings in all 
its history, amounting to $42 a share on 
the preferred and over $37 a share on the 
common. This record was not to be dupli- 
cated during the war, nor since; and in 
spite of the highest record in gross busi- 
ness having been attained in 1920, the com- 
pany reported the smallest “available” in- 
come since the outbreak of the war. Gross 


was in excess of $100,000,000, or about 
for NOVEMBER 26, 1921 


twice the gross earnings for any previous 
due in part to very 


year. That this was 


high rates and was offset by equally large 
expenses is seen in the fact that little over 
$15,000,000 was left for depreciation, fixed 
charges, and dividends. This figure was 
about half the banner figures of 1916 but 
still well over twice the 1914 earnings. 
The company was still able to show $14.3 
earned on the preferred and $8.6 on the 
common, 

Accumulated dividends as of August 1, 
1921, amounted to 42% on the preferred. 
The stock sells around .50 and is still on 
a 6% basis to return 12%. If IMM should 
ever work into a position to pay off the 
arrears, the lucky buyer or holder would 
surely be getting something for nearly 
nothing. During the war the company 
paid off $40 on arrears, and managed to 
break even on its regular $6 annual pre- 
ferred dividend. I am afraid that any 
consideration of the arrears will have to 
be shelved while freight business continues 
irregular and competition’ a serious factor. 
The company does a good passenger busi- 
ness, and this is likely to prove a stabil- 
izer in future. The outlook is entirely 
speculative and any man’s guess, but the 
writer is inclined to review the prospects 
of the preferred stock with favor, based 
purely upon the belief that the $6 rate can 
be continued until times improve As a 
6% issue it is a business man’s speculative 
investment, with sporting chances as to the 
weary pull 
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Tannery at Woburn, Mass. 


American Hide & Leather 


No Funded Debt, at Least—Preferred Looks Cheap, But Is It? 


F this company has a somewhat streaky 

record, it has to its credit—in a way— 

the fact that it has no funded indebt- 
edness. But—this virtue has made 
overmuch of, and some optimists whose 
salary depends largely on their ability to 
irritate the buying “itch” in their readers’ 
imagination have said very little about 
other forms of indebtedness that are more 
menacing than mere bonds. The argu- 
ment about absence of funded debt seems 
answered by the fact that the company’s 
credit must be exceptionally strong, since 
it could go through a depression with an 
item “Bills payable $8,000,000,” and an- 
other, “Taxes and Water Rents accrued 
$1,109,730.” However, .the company’s 
working capital position was, at the end 
of the year, in a healthy condition, and not 
much below par—even by comparison with 
its boom times. In cash and receivables 
alone the company had nearly $6,000,000, 
and it wisely set up a depreciation reserve 
of a sum approaching the $6,000,000 mark 


been 


due to the drop in hides and skins. The 
only great disadvantage by this procedure 
was its failure to advance the position of 
its surplus which had grown by leaps and 
bounds from a little of $3,000,000 in 1914 
to about $9,500,000 during the war, in 
which neighborhood this item still stands. 
“— might have been” over $15,000,000 if 
all good things did not have a habit of 
ending, but the preferred stock has dropped 
from 142% to around 50, and this latter 
price compares with a normal average of 
at least 35 to 40 in the streaky 1902-1914 
Hide preferred was 
“cat-and-dog” class and despite 


years. Obviously, 
never in the 
patchiness, the market always appraised its 
prospects with some favor 

The company has believed in calling a 
spade “a spade,” and has not minced mat- 
ters as to its dividend policy. I am not 
aware that it has ever made rash promises 
in relation to its accumulation of about 
119% now in arrear on the preferred, al- 

(Continued on page 132) 
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Building Your Future Income 


“Now Is The Time For All Good Men” 


O come to the aid of the party—if the universal typewriting exercise must be quoted. 
And if aiding the party is one of the duties people should take upon themselves. 


But, from our standpoint, “now is the time” for something quite apart from this. We see in the 
present the time for something considerably more important to people as individuals. 


Securities of all classes are restoring to investment favor. The bond market, the stock market, the 
commodities markets, the money market—they are all “loosening up,”” beginning to show signs of vigor, act- 
ing as though there might, as a bare possibility, be something better ahead of us than three thousand years 
of gloom and depression and discontent. 


The calamity howlers are gradually hushing up. The after-war hysterics are subsiding. A little more 
attention is being paid, each day, to the fellow with the ready smile and the hearty voice who's not afraid 
to shout with laughter when you tell him your latest one about the Irishman, and whose favorite quotation 
is, “I’m a bull on the United States!” 


“Yes, there’s no doubt about it,” said our own Old Timer yesterday, “the world is convalescing. It 
was terribly sick for five long years; there were times, even, when you couldn’t help wondering whether it 
ever would get through. But the crisis has been successfully passed, and now, gradually, the world is get- 
ting back its health. Don’t you quote me in that Magazine of yours as even intimating that investors are 
now justified in going out and buying securities with their eyes shut. That sort of investing never was justi- 
fied and never will be. But you can say that I see good, clear daylight ahead for high-grade securities, 
selected with care and discrimination and not purchased on a little cash margin and a great deal of maudlin 
optimism.” 


Now is the time for all good investors—to stop and consider securities. 
THE MAGAZINE OF WALL STREET 








How a White Collar Man Built an Income of 
$3,000 on Salary of $2,000 


A Story of Reasonable Self-Denial Skilfully Practiced — Typical of Average Man’s Possibilities 


re \HIRTEEN years ago, on a salary of 
+ $100 per month, my wife and I be- 
gan the accumulation of an estate and 
many other hopes it had a rather small 
t; in fact, it just seems to be getting a 

| start just now. 
'p to the time mentioned, in two and a 
years of married life, we had been 
e to pay expenses and nothing more, not 
ing even furnished a home. Then I set- 
| into a position with a philanthropic or- 
¢ nization which promised permanence, at 
$ 000 per year, and we decided to set aside 
least $10 per month toward financial in- 

vendence. 


B. & L. Investments Appealed 


Ve further decided that the building and 
n association presented the safest and 
t medium because of the element of 
ety and necessity of regular payments, 
) the large percentage of return on the 
yunt of money invested. On this invest- 
nt we netted $2,000 in eleven years and 
months, which cleaned up the second 
rtgage on our home and gave us an ad- 
ional amount of cash to put into Liberty 
nds. We also had enough to purchase 

shares of preferred stock in a local 
tric equipment company paying 7%. 
\leantime we had started other building 
| loan payments, one series of which will 
ture next year and others following at 
ir-year periods. This next check will 
used to liquidate the first mortgage on 
house, after which we will use the re- 
ining funds as the shares mature for the 
rchase of bonds and seasoned preferred 
cks. 

What Bonds? 


\t this time our plans have not matured 
* enough to specify exactly what kind of 
nds we will purchase, but my conclusion is 
at it is better to take a bond such as one 
vering railroad equipment or some other 
th established earning power, but to pur- 
ase one that has been on the market and 
od the test rather than a new issue. The 
me can be said for preferred stocks to be 
nsidered. 
The Present Estate 


Our present estate is not large, consisting 

| the following: 

Liberty Bonds, $1,000. 

Building and loan equity, $2,000. 

Stocks, $750. 

House, net, $4,000. 

Total, $7,750. 

But when it is considered that my 
salary has averaged less than $2,000 in 
the thirteen years; that my position has 
required the keeping up of appearances 
above the average; that we have con- 
tributed one-tenth of our income to 
beneovelent purposes; that we have fur- 
nished our home and kept it in repair; 
that we have had one child born into 
the home and reared him to 8 years of 
age and that I have in addition been 
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carrying $9,000 in life insurance, we 
consider that we have made a show- 
ing somewhat better than the average. 
Just now we are carrying forty shares of 
building and loan on a salary of $2,500 
which at maturity will net us $8,000. This 
will give us $7,000 for investment after 
paying off the mortgage, which will alone 
mean an additional income of $400 per year. 
Without any increase in salary our income 
will, therefore, be near the $3,000 mark. 


Speculation Failed 


I have tried to make quick money by 
speculation, but invariably failed ; have also 
tried loaning money in a conservative way 
but never made any profit in doing so. 
I firmly believe every man can attain a 
measure of financial independence if he 
will be economical and determine to set 
aside a certain amount regularly for 
that purpose. It will mean some self 
denial but not necessarily hardship. 

Our present plan is to put our dividend 
money into the savings bank until it accum 
ulates enough to warrant a further capital 
investment. With our savings and possibly 
a part of this income money, we will keep 
from forty to fifty shares of building and 
loan in operation, dividing it among differ- 
ent associations. When these shares ma- 
ture we will invest the funds as previously 
indicated. 

The same plan can be carried out in pur- 
chasing securities on the partial payment 
plan, but it is not quite as profitable on ac- 
count of the charges, since the 
building and loan income accrues from the 
beginning without any deductions and the 
average return is about 8%. Under our 
plan, we have both the proceeds of the 
building and loan and the income from in 
vestments for the purchase of securities 
And we have been able to keep the duild- 
ing association payments up from our in- 
come, 


Estate Should Double in Nine Years 


Under this plan, our estate should a little 
more than double in the next nine years, 
which will bring me to the age of 50 with 
approximately $16,000. Shortly after that, 
my life insurance policies will begin to be 
paid up, again increasing my potential es- 
tate, and I figure by 55, under conditions 
as favorable as those which have passed, I 
will be able to take things about as easy as 
I ever care to consider. 

In addition to the investments indicated, 
I am carrying building and loan in my son’s 
name, which will largely provide for his 
college expenses when he is ready to enter 


carrying 


Typical of Possibilities? 


For one who has the obligations incurred 
upon me, I believe my experience can be 
considered typical of the possibilities. 
More children might change them some- 
what. A somewhat smaller income would 
at the same time reduce the obligation for 


expenditure and the net result can be the 
same. The weakness in the majority of 
cases is in establishing a sound plan and 
then being willing to carry it out. Too 
many haven't the patience to wait but want 
quick action; others prefer to have their 
“good time” as they go along and let the 
future take care of itself, 

Fortunately, my wife and I thoroughly 
agree on the policy established, and each is 
making sacrifices to make the plan success- 
ful. 

The temptation, after reading such a 
story as the above—which, by the way, is 
typical of the stories published in this 
MAGAZINE since its prize contest for read- 
ers was begun a year ago—is to sermonize. 
For example: 

“Young men, here is the proof of the wis- 
dom of economy in your young years; the 
example of what careful, methodical in- 
vestment and re-investment of your savings 
will do. Does it not spur you to the prac- 
tise of ‘skillful self-denial’ yourself . 
etc. 

Not a few years of experience, 
have taught that sermonizing is no way to 
get results. People set aside certain days 
upon which they permit themselves to be 
preached to; the rest of the time 
would rather be allowed to work out their 
This not 

days, and incidentally, 
anything but clerical, 
have to the impulse to sermonize, 
strong as that impulse may he 

There is a practical point to “C. Lee’s” 
testimony, however, which we ought to 
be able to bring out without overstepping 
the anti-sermon limits. To not a few per- 
sons, this point might almost amount to 
a revelation. It is the fact that our 
“white-collar” workers—the clerks, as- 
sistants, office-managers, etc., etc., ad 
infinitum—the countless thousands who 
work industriously year in and year out 
over office-desks—the salaried class, in 
other words, do not have to depend 
upon their salaries alone for their in- 
come. As Mr. Lee shows, a man’s pay 
envelope, instead of marking the line 
beyond which resources can never go, 
may be made the means of constantly 
adding to resources. And how far the 
process can be carried is instanced in 
his case where, on a salary not exceed 
ing $2,000 a year—or slightly less than 
$40 a week—a competence is building 
up which should, by now, amount to 
almost $3,000 a year, or nearly $60 a 
week! 

The “white-collar worker,” moreover, 
as typifying a class, is singularly suited to 
using his salary in this way. On the av- 
erage, he is born with intelligence and 
blessed with a decent education. He is 
equipped with mental powers sufficient to 
devise how best to handle his funds, and 
how to distribute them.—Editor. 


howe ver, 


they 


own salvations being one of 
those special 
garb being 


resist 


109 





~ Of Importance to New Investors 


The Spotlight on S. E. J. Cox—Inquiry from Reader and Notice from Advertising Clubs Reach 


MAGAZINE received the following 
letter on a recent date: 
THE MAGAZINE OF WALL STREET. 
Gentlemen: What about the enclosed cir- 
cular? Could you not print something 
about it in your Macaztine? Is Cox a 
fraud? 


Tx editorial department of this 


Very truly yours, 
a ©. Sine es 

The “enclosed circular” contained the 
following, in red letters, at the top, and 
reading from right to left: 

DO YOU BELIEVE IN THE 
VALUE OF GUSHERS? 
©WILL OUR 10% STOCK DIVIDEND 
ON COX REALIZATION SHARES 
AMOUNT TO 30% IN CASH? 
GUARANTEED GUSHERS FOR THE 
INVESTORS. 

Succeeding these remarkable headlines, 
the circylar enters upon a remarkable an- 
alysis of the crude oil market, of which 
the following conclusion is enough to re- 
print here: 

THIS CERTAINLY BEGINS TO 
LOOK LIKE A RADICAL TURN IN 
THE MARKET AND IT MIGHT IN- 
DICATE THAT THE OIL BOOM IS 
ON ITS WAY BACK. 

Harmless enough. But the circular then 
goes on to state that “a London brokerage 
firm, members of the London Stock Ex- 
change, have been inquiring for an oppor- 
tunity to buy a large block of Cox Realiza- 
tion shares for the purpose of distribution 
among investors in England this coming 
winter, and they have expressed the opin- 
ion that, with the properties which we have 
under our control * * * * * * * 
they could build a market for our shares in 
London at anywhere from 24% to 5 pounds 
per share.” 

From the above, the circular deduces 
that “if this English firm is correct; if they 
thoroughly understand the world market 
for oil securities and are familiar with 
property values then it would be reason- 
able for us to suppose that the lowest price 
on Cox Realization shares in a period of 
the next ninety days would be $3.00 per 
share, so that all who get a 10% stock div- 
idend on Cox Realization shares at the 
present time will be getting not a 10% 
dividend, but the equivalent (sic) of 30% 
cash dividend or more.” 

The circular does not seem to state, 
however, whether the English firm is cor- 
rect, whether it does thoroughly under- 
stand the world market for oil securities, 
and whether it is familiar with property 
values. 

But what interests us most in this epic 
is the following headlined paragraph: 

“GUSHERS GUARANTEED” 

“As further evidence that we believe in 
our own operations and know what we are 
doing; as evidence that we are now on a 
strong and sound basis and that our field 
force is well organized, we are going to 
guarantee gushers for our stockholders.” 


110 


Our Editorial Office Simultaneously 


Here we believe we can let down the They must have recognized it because Cox's 
bars and go so far as to say that, inter- effusions have been distributed broadcast 
preted as it is apparently intended to be over the investment world for a gow 
interpreted, this above-quoted paragraph many years; scarcely a telephone su! 
is quite the most phenomenal thing of its  scriber but must have received some ci 
kind we have ever seen in print. We sup- them, at one time or other. 
pose that the vague language used, the Sitting here in an office at 42 Broadwa 
careful obliteration of any real, direct New York City, some three thousand mile 
promise is what lets the circular contain- perhaps, from the Eldorado and Burkbur- 
ing this paragraph through the mails. nett properties which Mr. Cox mentions 

; in his circular and which, we suppose, com- 
Who Put It Out? pose the property assets of the Cox Realiz- 

Even amateurs in the investment world ation Co., we cannot condemn, we cannct 
must have recognized in the foregoing one even criticise his enthusiastic intimation 
of the typical effusions of Mr. S. E. J. Cox. We are surrounded by office buildings; w 
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GENERAL PROMOTION 


The Balloon Peddler on His Talking Bull 


Mr. H. M. Collins, the genial cartoonist, some of whose productions have appeared in previous 
issues of the Magazine, has a rather vivid conception of the accessories of the stock promotor. 
He sees him mounted on a Talking Bull—which is self-explanatory. His wares—consisting of nicely 
inflated baloons, engraved, if balloons can be engraved, with the names of corporations for sale— 
are also not beyond opeeasten, On his head he wears a pompous helmet, according to Mr. 
Collins, plainly marked the which, we presume, signifies water on the brain. 

But why, oh why, the Golf Sticks, Mr. Collins? 
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ire hedged in by city streets; we are in the 
nancial center. What may be going on 
in certain vague corners of the oil fields 
we, ourselves, do not pretend to know; 
ind just at present we have no trusted cor- 
respondent in the districts noted. 

So far as we can judge, Mr. S. E, J. 
‘ox, record and methods aside, may really 
1ave something at last. 

Sut there is another authority in the 
ield, which has investigated the matter of 
ox Realization stock, and which is in a 
sition to hit out, straight from the shoul- 
ler. That authority is the Extension Di- 
ision of the Associated Advertising Clubs 
f the World. In a bulletin sent to THE 
MAGAZINE OF WALL STREET and arriving 
ilmost simultaneously with the Cox Realiz- 
ition circular, the Advertising Clubs have 
he following to Say : 

“Some of us would hestitate to believe 
hat anyone would sell us for $150 a thing 
ut of which we might hope to make 
3346,907—yet the National Vigilance Com- 
nittee of the Associated Advertising Clubs 
f the World, in a remarkable report just 
ssued, shows that such people are appar- 
rently plentiful. 

“This report, which deals with the stock- 
selling activities of S. E. J. Cox, of Hous- 
ton, Tex., is issued as a warning to news- 
apers and other publications concerning 
this man’s advertising, and suggests that 
ublications weigh carefully the facts set 
forth in the report in determining whether 
they desire to publish the Cox advertise- 
nents. 

‘A Fort Worth newspaper intetviewed 
). D. Christner, an expert connected with 
and the United 
pertaining to 
deposits 


Texas 
Geological Survey, 
supposed discoveries of potash 
nade by Cox in drilling an oil well in 
what has, up to this time, been unproduc- 


he Univ ersity of 


States 


tive oil territory 
he expert, and the paper later published a 
etraction. 

“But the interview as it first appeared 
vas reprinted in ‘The Texas Oil Ledger’ 
ind Cox has since used this clipping and 
the paper itself as a part of a follow-up in 
is efforts to sell shares of stock and land 
leases, 

“The report of the Vigilance Committee 
juotes lurid statements from letters and 
literature used by Cox, and refers to Earl 
C. Popp, who is called Major Popp in the 
literature and is described by Cox as an 
expert. In commenting upon one typical 
letter the promoter used, the Vigilance 


Committee says 

This letter is the opening gun in a new ef 
fort to sell, not Cox Realization stock, which 
has been “withdrawn from the market,” but 
unit leases in a “1,000-acre Potash Lease Syn- 
licate,” on a royalty basis of 10 per cent. The 
telegram mentioned is an interesting document 
and purports to be an estimate on the part of 
the “expert,” Major Popp, that each acre of 
this land contains a bed of potash at least 200 
feet thick, worth, at market in New York, 
$5,676,660. The total expense of extracting and 
shipping being deducted, the profit on each acre 
is figured to be $3,469,070. 

The lease owner gets a 10 per cent royalty, 
which gives an estimated return to him of from 
$346,907 to $567,666, depending on whether the 
rovalty is on the gross _cr the net 

The cost of one under this scheme is $150! 
The promised profit is more than 2,000 times 
this! 

On August 30, Cox promises: “Thirty thou 
sand dollars a year possible income from a $300 
investment,”” but has raised his price to $300 an 
acre for another batch of 1,000 acres. 


“What are the facts? The report of the 
Vigilance Committee proceeds in part as 
follows: 

The United States Geological Survey makes 
the statement that no authenticated discoveries 
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The reporter misquoted 


of potash have been reported in Martin County 
although they have men in the field who should 
know of them if any exist. 

The Geological Survey has had experts in- 
vestigating the possible presence of potash in 
oil wells in_ the general region of West Texas 
of which rane, Ector and Martin counties 
form a part. Potash has been found in several 
places but under circumstances which render it 
impossible to state whether it exists in beds 
sufficiently thick to pay for working it 

Furthermore, nothing has yet transpired to 
‘rove the extent of the beds and nothing can 
»¢ proved with any degree of certainty until 
wells, drilled with core drills, have explored the 
efitire territory, thus outlining the extent of the 
beds. As this country is, as yet, purely wild cat, 
and, if it proves dry will probably not be thor- 
oughly drilled, the final determination of the 
potash beds, if they exist, seems to be largely 
dependent on whether oil is struck in such quan- 
tity as to encourage full development as an oil 
field 

The government observers state that, 
out core drills and expert and careful ob 
tion, determination of the thickness of t! 
if they exist, is extremely uncertain, owing 
the fact that flakings from the upper strata 
potash bearing mineral fall dow nt l 
strata and appear to indicate a 


is not real 


kness 


The Geological Survey has 
sent out warnings against “get-rich-quick 
promoters using potash as a basis for their 
operations denying the statements accredited to 
its representatives and giving the facts as set 
mut herein 

In spite of the fact that the Geological Survey 
declares the extent of the deposits cannot be 
predicted until the drilling of a large number 
of wells has outlined them, Cox and his “ex- 
pert,”” Major Popp, have no trouble in demon- 
strating the existence of potash 


over enormous 
areas after drilling one well 


unhesitatingly 
. 


Although the 
Government experts cannot determine the thick- 
ness of the stratum, Popp infallibly determines 
that it is 1,100 feet thick. 

The Cox Realization Company obtains 
acreage of more than 100,000 acres on the 
strength of this and then calmly assumes that 
all of it contains potash, that the potash is at 
least 200 feet thick and will bring a profit of 

wre than $3,000,000 an acre Yet t Geol- 
ogical Survey states that there is no authentic 
evidence of a potash discovery in Martin County. 


“The committee calls attention to the 
fact that Cox has been much in the lime- 
light through his genius for doing the un- 
usual,” 


> 


Points for Income Builders 


Book Value 

“Book value” is a_ theoretical 
placed ‘upon the net surplus of a cor 
poration’s assets after deducting all 
liabilities, and dividing the 
the number of shares outstanding. 

For example, a National bank 
a capitalization of $100,000 would have 
common stock only, having 
a par value of $100, making 1,000 shares. 
If the original capital is intact, and the 
bank has accumulated a profit of $100,- 
000 in addition, its net com- 
bined surplus would total $200,000. The 
latter sum divided up by the number of 
shares (1,000) shows a “book value” of 
$200 a share. 

Applying this to a corporation 
same capital and similar 
same calculation would 
the danger in the latter cas« 
over-statement of the value 
Thus, if $100,000 of its sur- 
securities bought at 
machinery, or 
valued at the 
there 


value 


result by 
with 


probably 


assets or 


with 
figures, the 
But 


often con- 


apply 


sists of an 
of assets. 
plus consisted of 
par, or real estate, or 
inventory, not properly 
market price then prevailing, 
might be an actual depreciation of $50,- 
000 or $50 a share off value,” 
although not so stated in the balance 
sheet 

In the case of very large 
like the U. S. Rubber Co., the 
Woolen Co., or the Central 
Leather Company, book values are 
enormous as compared. with market 
prices. This means that a heavy per 
centage of such book values are con 
tained in plant, buildings, real 
and other properties taken over at a 
certain figure. The book values might 
or might not reflect real values. 

On the whole some importance can 
be attached to book values because in 
the case of big figures liberal allow- 
ances can be made mentally for 
timism, or mistakes, or differences of 
opinion as to values. Where the book 
value is very small, the investor has to 
depend more or less on future earning 
power, as in the case of Woolworth, 
where book value is a small factor com- 
pared with the immense value of good- 
will and consistent earning power and 
growth. 


“hook 


corpora 
tions 
American 


estate, 


op- 


It should always be remembered 


bookkeeping plays a larga: p 


irt 
termining this and allowan 
} | 


sii 


item, 
d be made accordingly 


Foreign Exchange 


Foreign Exchange is looked upon as 


and wonderful bevond 
the comprehension of average mortals. 
It's high time this fallacy 
ploded. 


Some 


weird process 


were exe 


time ago, Mr. Herman Elen- 
hogen, vice-president and cashier of the 
West Side National Bank of 
did his bit toward clarifying exchange 
In a remarkable little booklet—remark- 


able for its simplicity, Mr. Elen! 


Chicago, 


ogen 
said 

Foreign Exchange is the name chosen 
to express the meaning of the buying 
of the other 
this country. 
Exchange 


or selling currencies of 
countries in 

Foreign originates from 
transactions between sellers and buyers 
ountry, 


commodities in this « 


sellers or 


of any 


and buyers of any commodi 


ties in foreign countries. Suppose you 


want to sell a suit of clothes in Ger 


paid in 
2.000, 


suit 


many, you would naturally he 
for example, say 
here for the 
You are 


somebody 


German marks: 
and need to pay 
in American dollars 
America for 
to buy another commodity in Germany, 
say calendars, and who needs the Ger- 
man marks to pay for the goods he has 
purchased, in order that you may sell 
him your 2,000 marks. Not knowing 
any direct buyer for your marks, you 
are offering these marks which you 
collect in Germany to your 
who pays for them, say, $20. 
You assign your order for marks to 
your banker and you are through. The 
2,000 marks now stand to the credit of 
your banker in a German bank. Your 
banker offers the marks on the open 
market “Bourse,” where there are al- 
ways buyers and sellers of foreign ex- 
change, and he sells these 2,000 marks 
which he has to his credit in Germany 
and which he purchased from you, say, 
for $20.50, making a profit of 50 cents, 
and he is through. 


you 
looking 


here in who is 


have to 
banker, 
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Petroleum 


What About South America? 


How Far Development Has Progressed—Production and Outlook at Various Camps—How 
Government Laws Affect Oil Industry 


S 1921 nears its end it is interesting 

to review the progress of petroleum 

development in South America dur- 
ing the last twelve months, especially as 
the year’s developments in Mexico have 
caused capital invested in petroleum ex- 
ploitation to become interested in possible 
new supplies. 

English capital became intérested in 
Peru and Ecuador many years ago and de- 
veloped considerable oil that was refined 
to supply local demands, but three of the 
four companies sold outright to the In- 
ternational Petroleum Co., a Canadian sub- 
sidiary of the Standard Oil Co, (N. J.). 
That company has continued develop- 
ment of the large area 


By H. L. WOOD 


mediate exploration, and its California 
subsidiary, the Standard Oil Co. of Cali- 
fornia, is closing the details of taking over 
all the holdings of the Transcontinental 
Oil Co. (Pittsburgh, Pa.) in Colombia for 
immediate development, the investment rep- 
resenting $4,000,000 cash and royalties cov- 
ering more than a million acres. These 
acquisitions put Standard Oil well in the 
lead in South America both as to area 
held and in active development work; the 
corporation will, within a year, doubtless 
be as strongly intrenched with crude oil 
supplies as it was in Mexico, where it 
now has but little actual production, the 
three Standard companies thus involved 


England, and the General Asphalt Co. 
utilizes the residuum for its asphalt works 
in the United States. 

After disposing of nearly a million 
acres of its holdings along the Colombia- 
Venezuela boundary and along the Mag 
dalena River to the Henry L. Doherty & 
Co. interests operating as the Colombian 
Petroleum Co., the Carib Syndicate, Ltd., 
has sold a controlling interest in all its re- 
maining acreage in South America to The 
Texas Co., safely placing that company 
there. 

The Texas Co. is doing no development 
work at this time, but is in position to 
develop as occasion demands. The 

Doherty interests are 





taken over, as well as 
land acquired by lease 
from a fourth English 
company in Ecuador, 
until the refined out- 
put almost meets the 
local demands in Peru, 
Ecuador and part of 
Chile—a _ high-grade 
crude oil—and con- 
tinuous. drilling of 
new wells is carried 
on. The refinery on 
the Pacific Coast in 
the northwest part of 
Peru treats 6,000 bar- 
rels daily. 





drilling two test wells. 
The Maracaibo Oil Co. 
is drilling several test 
wells on its Lake 
Maracaibo holdings. 
A number of other 
American companies 
have either already se- 
cured acreage or are 
negotiating to take over 
acreage on development 
contracts, but none of 
them have as yet started 
exploration work ex- 
cept the Spellacy in- 
terests in northeastern 
Peru and northwestern 
Colombia. The de- 








International Petro- 
leum Increases 
Holdings 

The International 
Petroleum Co. has 
added materially to 
its holdings in South America by ac- 
quiring from American operators—the 
Tropical Oil Co. of Pittsburgh, Pa.— 
nearly 3,000,000 acres in , Colombia 
along the Magdalena River, and is 
actively testing the acreage, having sixteen 
drilling outfits on the ground, with short 
pipe lines to move the crude oil 25 miles 
to the Magdalena River, where river 
transportation terminals are under con- 
struction, the distance by river from 
Caribbean Sea terminals being 400 miles. 
At Baranquilla, or Cartegena, tank steam- 
ers can load the crude and refined oil for 
shipment to Canada and other ocean ports. 
Wells producing 10,000 barrels each of 
high-grade oil have been completed, with 
many heavy seepages proving conclusively 
the productivity of a considerable area in 
Central Colombia. 

Besides its Canadian subsidiary Stand- 
ard Oil of New Jersey has contracted for 
a part of the extensive acreage of the 
Maracaibo Oil Co.-in Venezuela for im- 
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Curacao refinery. 


A NOVEL TANKER 


Old English Monitor converted into a Tanker and carrying oil to the 

Two-thirds of the Caribbean Petroleum Company’s pro- 

duction for the first nine months of this year, which production amounted 
to 1,005,000 barrels, went to this refinery. 


covering the Atlantic and Pacific coasts of 
the United States and of Canada. 


General Asphalt Development 


In Venezuela the affiliated General As- 
phalt Co. and Royal Dutch-Shell interests 
have acquired and are developing exten- 
sive holdings that have been partially 
proven, especially in the Lake Maracaibo 
region in the northwestern portion of that 
country. Something like a dozen produc- 
ing wells have been completed and suffi- 
cient oil is taken from them to operate a 
6,000-barrel refinery at San Lorenzo, on 
the lake, and a larger refinery on 
Curacao Island, in Dutch territory. One 
well had an jnitial daily production of 
30,000 barrels and several were good for 
4,000 and 5,000 barrels each daily, the 
crude oil testing as high as 37 degrees 
gravity and good gasoline content down to 
13 degrees. The local population is sup- 
plied and several tank steamer cargoes of 
kerosene and gasolene have been sent to 


velopment noted above 
constitutes the petro- 
leum activity in South 
America, except a little 
intermittent work in 
Argentina by the gov- 
ernment. Geology so far worked out ap- 
pears to indicate that the best oil territory 
is located in Colombia, Venezuela and 
Peru. Water transportation is convenient 
with the Pacific for Peru, the Atlantic for 
Venezuela and the Magdalena River and 
Carribbean Sea for Colombia, with auxili- 
ary pipe lines, 

Operators from the United States have 
a wide margin of control and always will 
have, effectually discrediting the claims of 
those anxious persons who insist that 
Great Britain is pushing the United States 
off the petroleum map. Great Britain’s 
government-controlled corporation — the 
Anglo-Persian Oil Co.—is badly handi- 
capped in asking for mineral concessions 
from other governments and is only very 
indirectly interested in South American 
oil for that reason. Notwithstanding alle- 
gations, the Anglo-Persion Oil Co. has no 
stock control of the Royal Dutch-Shell 
syndicate and the Hollanders who own 
three-fifths of its stock will not relin- 
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juish their proud control. The two-fifths 
British-owned stock is certainly friendly 
nough to its own country but cannot in an 
mergency commandeer the Dutch. In an 
mergency the United States Government 
can commandeer the oil produced by for- 
ign interests and avoid embarrsassment 
rom that direction. Any way, the fer- 
entage of British-owned oil production 
n the United States is relatively so small 
is to provoke no serious anxiety. 


Operations in Venezuela 
Strategically Venezuela is located more 
ivorably than Mexico. The sailing dis- 
ance to New York from the entrance to 

Lake Maracaibo is 1,650 miles, from Tam- 
rico 2,040 miles. From Maracaibo Lake 

» New York is 48 miles less than from 
ralveston, Texas, to New York. Vene- 
uelan oil ports partially command the 
Panama Canal routes and are convenient 
supply stations for the increasing number 
)f oil-burning vessels passing through the 
anal. These factors indicate an oil de- 
velopment comparable to that of Mexico 
for Venezuela, Colombia and Peru, their 
ean transportation routes all converging 
to the canal, 

Venezuelan laws—likewise those of Co- 
ombia and Peru—fairly and intelligently 
rotect the rights of oil operators and the 
epublic, -having in mind the stimulation 
i development in an 


erals are nationalized in the United States. 


One Venezuela Company 

A review of one United States company 
operating in Venezuela may, perhaps, 
serve as a description of the approximate 
operations of other companies in Vene- 
zuela and Colombia. The Maracaibo Oil 
Exploration Co., organized in 1919 with a 
capital of 250,000 shares without nominal 
or par value, conforming with the statu- 
tory regulations of Venezuela, divided its 
original concessions among four com- 
panies of which it owns all the shares— 
Mara Exploration Co., Miranda Explora- 
tion Co., Paez Exploration Co. and Perija 
Exploration Co. The holdings of these 
companies, totaling 750,000 acres, are all 
in the Lake Maracaibo basin. Later the 
stock of two other companies was acquired 
—the Sucre Exploration Co. and the Ur 
daneta Exploration Co.—holding conces- 
sions covering 275,000 acres—a total of 
1,025,000 acres. 

Maracaibo holdings were located with 
reference to the geology of the Maracaibo 
basin, to proven areas and to develop- 
ment and transportation operations. The 
holdings of one of the companies are east 
of the lake, one west of it, two near the 
Gulf of Venezuela and also- near the 
southern end of the lake. The southwest 
group in Perija are along an anticline now 


lake is the Mene Grande field, where the 
Caribbean company has completed ten 
wells, oil from which goes to the San 
Lorenzo refinery. The first well drilled in 
1914 produced at the rate of 30,000 bar- 
rels until shut in, 1,600 feet deep, and 
other wells 90 feet deep produce heavy 
asphalt oil. In the state of Falcon the 
Maracaibo company has claims totaling 
50,000 acres and options on two concessions 
of 750 acres, adjoining land taken over 
by The Sun Co, of Philadelphia on which 
there are asphalt seepages, 


Present Operations 

In April of this year the Maracaibo Oil 
Exploration Co. entered into an agreement 
with the Standard Oil Co. (N. J.) by the 
terms of which the Standard is to develop 
certain of the Maracaibo concessions for 
the consideration of a controlling interest 
in the acreage selected, the granting cor- 
poration also to be provided transportation 
for its crude oil when developed. The 
Maracaibo company was drilling at the 
time and such tracts were not included in 
the ceded tracts. The Maracaibo is also 
drilling on the other tracts mentioned, the 
wells being located on acreage having the 
shortest period to run to comply with the 
government regulations. All the machin- 
ery and equipment is made in the United 
States and is delivered at the Maracaibo 
headquarters by boats 





irderly and equitable 
manner. Government 
ontrols the subsoil, 
subject to possession, 
ind contracts for petro- 
leum exploration and 
exploitation: must be 
made with the govern- 
ment. Foreign  cor- 
porations must be 
legally constituted in 
Venezuela, but restric- 
tions are limited to 
subjection to laws and 
courts of the republic 
in all cases involving 
their contracts and dip- 
lomatic recourse is 





that ply regularly from 
the nearest port, 
there being 12 feet of 
water ,over the lake 
entrance bar. Geolo- 
gists, engineers, drillers 
and native labor are 
comfortably housed at 
the lake headquarters 
station. 

Roughly outlined the 
basin extends 30 miles 
all around the lake and 
then higher ground and 
hills begin. It is at the 
base of these hills where 
seepages are most no- 
ticeable and where the 


ocean 








prohibited. Conces- 
sions and _ contracts 
may be transferred. 
The government _re- 
serves for itself, work- 
ing directly or by con- 
tract, every alternate section of 200 hec- 
tares (or 500 acres) contracted for ex- 
ploitation in tracts already held for ex- 
ploration purposes. Individual or cor- 
porate holdings are limited to 80,000 
hectares, or approximately 200,000 acres, 
except where greater areas are in private 
possession. Taxation is equitable and in- 
cludes taxes on exploration, exploitation, 
production and refining. 

Oil lands may not be held for indefinite 
future operations merely by paying sur- 
face taxes, regulations requiring explora- 
tion and development within definite time 
limits and must be continued with reason- 
able diligence. In this connection it may 
be stated that the same regulations prevail 
in the United States for all government 
and Indian lands, but the maximum acre- 
age permitted any interest is from 2,560 to 
4,800 acres in each zone of government- 
controlled land. 

Oil taxes are also higher in the United 
States than in South America, and ali min- 
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THE FIRST DERRICK IN MARACAIBO 


At the Mene Grande field. Since this derrick was installed, development 
has proceeded with remarkable speed and good success. 
field is northwest of Lake Maracaibo. 


duced at the rate of 30,000 barrels. 


being developed by the Carib Syndicate, 


Ltd., the Colon Development Co., Ltd. 
(British), and the Colombian Petroleum 
Co., subsidiary of the Cities Service Co., 
where and 800-barrel well producing 32 
gravity oil was completed. In Northern 
Perija: numerous seepages and drilled 
wells prove the existence of oil, where the 
Caribbean Petroleum Co. (General As- 
phalt-Dutch-Shell) has carried on ex- 
ploration, beginning in 1914. The Carib- 
bean company and the Standard of New 
Jersey also have extensive 1. ldings touch- 
ing in places Maracaibo holdings in the 
Mara and Paez districts west of Lake 
Maracaibo. Many seepages occur in that 
locality, one of them forming a lake cover- 
ing 100 acres. East of the lake is the 
Miranda district, where the Maracaibo 
holdings surround some smaller tracts 
being tested by the Caribbean company, 
the company is drilling a test well near 
heavy seepages of oil. 

Adjacent to the southeast side of the 


The Mene Grande 
The first well drilled in 1914 pro- 


test drilling is done all 
the geology being excel- 
lent in addition to the 
seepages which are so 
generally prevalent and 
that in many coastal 
regions are unfailing signs of oil in 
quantity. 

Some changes in management have been 
made by the Maracaibo since its organiza- 
tion, as the following personnel will show: 
William Wallace Mein, the president, was 
formerly consulting engineer for the Wer- 
ner-Beit Rand mines in South Africa and 
later for the International Nickel Corpo- 
ration. R. E. Griggs, vice-president, was 
with the Central Mining and Investment 
Corporation, Ltd., successor to the Wer- 
ner-Beit interests. The board of direc- 
tors includes, besides the president and 
vice-president, W. A. Bostwick, president 
International Nickel Corporation; Hunt 
ington W. Jackson, of Huntington Jack- 
son & Co.; H. B. Hollins, jr; S. C 
Thompson, consulting engineer; R. C. 
Warriner, consulting engineer, and W. V. 
Ticknor, of the Goodrich Lockhart Co. 
Curb quotations for Maracaibo shares have 
ranged during the fortnight from 23 to 27. 

(Continued on page 145.) 
11? 





Answers to Inquiries 


UTAH SECURITY 5s 
A Short Term Issue that Has Possibilities 


I am holding Utah Security Corporation 6s 
due 1922, and would like you to let me know 
what you think of this bond and give me some 
particulars as to your rating. If this is not 
a eilt-edge bond in what class would you 
place it?-—-WV. W. B. 

Utah Security Corp., collateral trust 6s, 
due Sept. 1, 1922, are secured by deposit 
of practically all underlying securities, 
making these notes the first claim against 
the property, also by deposit of all second 
oreferred and common stock of Utah 
Power & Light Co. Total amount ot 
notes issued was $27,795,000 of which $19,- 
500.000 were retired to Dec. 31, 1920. 
While these bonds cannot be placed in the 
high-grade list, the security behind them 
is good and we believe they can be re- 
garded as a reasonably safe investment. 

As you are a subscriber to THE MaGa- 
ZINE OF WALL STREET, you are entitled to 
three inquiries, 


Studebaker’s Earnings 


I have heard a lot of rumors about very large 
earnings of the Studebaker Corporation, esti- 
mates ranging from $10 to $20 a share this 
year. 1 believe that you are in a position to 
give me some authentic information. I hold 
some of the steck at around the very high 
prices, and would, like to kncw whether you 
consider it advisable to stand by my invest- 
ment or take my loss around present loves. 


Studebaker for the quarter ended De- 
cember 30, 1921, is expected to show about 
$5.00 a share on the common stock. For 
the last quarter of the year it is esti- 
mated that between $3 and $4 a share will 
be earned so that for the full year close to 
$19 a share should be shown. When it 
is considered that these earnings are made 
in a period when most automobile com- 
panies are not doing very well, the show- 
ing is a rather remarkable one. Another 
point in favor of Studebaker is that it is 
in very strong financial condition with all 
its bank loans paid off. It is our opinion 
that if you hold this stock you will ulti- 
mately be able to get out without taking 
a loss, although in the meantime it may 
work somewhat lower because of general 
market conditions. 


TRANSUE & WILLIAMS 
In Strong Financial Shape 


Will you kindly give me any information you 
have concerning the financial condition of Tran- 
sue & Williams and their future business pros- 
pects, and greatly oblige? W.J 

Transue & Williams is in good financial 
condition with a working capital of about 
$2,500,000. The company’s principal busi- 
ness is in automobile parts and in’ view 
of the general depression in the steel in- 
dustry, it has done pretty well this year. 
The first three months of 1921 showed a 
small deficit, but this was all wiped out by 
earnings in April and it is expected that 
the company will show the present divi- 
dend of $2 per share earned this year with 
a fair margin to spare. In 1920 the com- 
pany earned $6.70 per share and in 1919 
$7.36 per share. The outlook for this 
company is quite bright. 


114 


Questions and Answers 


Q. During 1919 and 1920 I made several 
trades in U. S. Steel at varying prices and 
times. Actual certificates were never delivered 
to me, lout purchases were carried as long at- 
counts, and when sales were made such ac- 
counts were reduced ‘ accordingly. What was 
the measure of my taxable gain when a sale cr 
part ef my holdings was made after several 
consecutive purchases ?’—F, 1., 72d St., City. 


When sales are made 
chased at different times 
prices, and identification is not possible 
because certificates have never been de- 
livered, the Bureau of Internal Revenue 
presumes for the purpose of computing 
taxable gain that the first stocks purchased 
were the first stocks sold. 


of stocks pur- 
and at different 








RULES OF THE INQUIRY 
DEPARTMENT 


Inquiries and opinions as to intrinsic 
value, earning power, and other facts 
and statistics about securities, will be 
answered free of charge subject to the 
following provisions: 

1. Those who send in inquiries must 
be regular subscribers—not newsstand 
buyers. 

2. All inquiries should be brief, with 
name and address legibly written or 
typed. Such sheets should not contain 
‘any reference to changes of address, 
remittances, complaints, etc., as these 
are handled by separate departments. 
The latter should be by separate letter. 

3. Stamped addressed reply envelopes 
should be enclosed to avoid mistakes. 

4 Ar bl b of inquiries 
will be answered for each person during 
the term of a subscription, periodically. 
We reserve the right to reject inquiries 
from any subscriber who is imposing 
cn the facilities thus provided. 

5. Subscribers may use the wires or 
call for a _ telegr: ic y or night 
letter (prepaid or collect without extra 
charge). 

6. We do not give speculative advice 
covering purchases for “turns” or short 
selling, through this Department. Our 
opinions are on investment values. 
Subscribers interested in trading should 
apply for descriptive booklet regard'ng 
“The Trend Letter Trading Service.” 

7. Unless otherwise requested, we an- 
swer all inquiries BY MAIL. e in- 





is mutually confi- 




















AN OPINION ON SPECULATION 


Have vou noticed any mechanical tendency for 
the market to go on ajter a strong opening and 
very often to show a net loss for the day when 
the market had been rising for a few days, 
opens very strongly and then falls of around 
noon? 

Have you also noticed that the delivery of 
(so called) usually is an indicater of the trend 
for the close and the day following? Perhaps 
your stecialists who write your articles regard- 
ing speculation would care to let me know 
whether they have noticed that the market is 
disposed to follow a mechanical course based 
upon what happens at certain times of the day, 
or upon the psychology of public buying and 
selling and the action of the professional in- 
terests. Could anyone make money by trad- 
ing closely upon these indications? R. D. J. 


A nimble trader could actually make 
money out of the tendency of the market 
to move mechanically at times. We would 
hardly care to say that the operation can 
be conducted by any rule or that it will 
work out satisfactorily all the time. 


A strong close is very often followed by 
a strong opening. 

Very occasionally this rule fails because 
of unforeseen disaster and the reverse. 
For example, in 1917 when the rails sold 
at their lowest price President Wilson un- 
expectedly made a statement after the close 
of the market (we believe this was on 
December 17, 1917) announcing Govern- 
ment control and guarantees for the roads 
The result was that stocks opened up any- 
where from 10 to 15 points. To follow 
any rule on this would have 
placed any operator short of the market 
and his margin would have been wiped 
out at the opening. 

The submarine statements of Germany 
during the war had the opposite effect on 
the market, stocks experiencing a very 
violent break at the opening next morning 
against a very strong close the previous 
night. This ruined many traders. 

The misinterpretation of announcements 
can also cause a violent change, for ex- 
ample, the mistaken report of the Dow, 
Jones people regarding the taxability of 
stock dividends. This caused a tremendous 
fall in stocks in a few minutes and the 
opening followed by an equally violent ad- 
vance on the truth being published. 

The dissolution of Standard Oil in 1911 
had a similar effect unexpectedly. 

Every allowance must be made for the 
unexpected but we would say that it pays 
to follow an upward move around the de- 
livery hour, because almost surely stocks 
will close higher and still higher next day. 

In bull markets a rally very ofteri com- 
mences around Friday afternoon which 
seldom diminishes until Monday afternoon. 
Highest prices have very often been made 
after the opening on Monday morning. 

The reverse of the above is seen in 
“bear” markets, stock commencing to 
weaken toward the end of the week, 
around Thursday afternoon or Friday 
morning and attaining their lowest prices 
by Monday morning at the opening. 

We warn you, however, not to take these 
symptoms too seriously unless you are 
on the “tape” and after watching stocks 
for several weeks find there is a tendency 
to repetition of these swings. We wish to 
say that we find your letter suggestive of 
a very good article in our new series and 
will take an opportunity to include it 
shortly. 


occasion 


4 STOCKS AND 6 BONDS 


A Diversified Investment List 


_ I have $1,000 which I would like to invest 
in the four best stocks. Would like to have 
dividend yers with a little speculative pessi- 
bilities. also have $1,100 in Liberty Bonds 
was thinking of selling part and borrowing 
on the balance to make the whole $2,000. Willi 
you please advise me what to do cr which 
bonds to buy? G. " 
Liberty Bonds have enjoyed a very good 
advance in the past six months although 
their yield is still relatively high for this 
type of “gilt-edge” security. Undoubtedly 
Liberty Bonds will continue to advance 
until the yield is no more than 3% to 
3%4%, which means that, in the long run, 
(Continued on page 127) 
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Public Utilities 


Two Unlisted Utility Bonds 


Prospects of United Light & Railways and Georgia Railway & Power Reviewed 


connection with a study of public 
itilities it is interesting to note that 
the recent election in New York 
the candidate who made the 5c fare 
umpaign issue was elected by a large 
rity. 
is likely that the transit situation in 
vy York City will drift along, and 
e may be a default in additional bonds, 
irther dismemberment of the systems 
a service to the public which will 
me more unsatisfactory, 
his condition will likely continue until 
decrease in labor and material costs 
an elimination of the most unprofit- 
lines, enable the companies to again 
rate at a profit. 
he recent statement of one of the com- 
es indicates that it has turned the 
ver ana may soon be able to pay in- 
st on one of its defaulted issues. 
Detroit, Mayor Couzens, who had 
osed the traction company, was re- 
ted. The voters of that city on No- 
ber 8 approved the ordinance author- 
g the use of trackless trolley busses by 
municipally owned lines. The Detroit 
ted Railway Co. in conforming to an 
ter ordinance approved by the voters, 
yuunced that it will discontinue oper- 
is on the Fort and Woodward avenue 
s by November 25. Woodward avenue 
e of the principal streets in Detroit. 


United Light & Railway 


The United Light & Railway Co. was 
rporated in Maine in 1910. The com- 

y operates 19 public utility companies 
‘+h it owns or controls, which servés 
igricultural and manufacturing commu- 

es with a total population of about 

1,000, all located in the Middle West. 
» services, although stated to be mainly 
and electric, also include street cars 

| interurban lines. 

[he physical properties include 10 elec- 
central stations with an installed elec- 
generating capacity of 103,650 horse- 

ver, 11 gas plants, and 2,899 miles of 
ismission lines, 

Che capitalization of the company is as 

llows: 

mmon Stock 
f. Stock 6% Cum 
& Ref. 5% of 1932....... 

' Yr. 8% of 1930 
notes of 1923 
Conv. Deb. of 1926 

b. Bonds & Stocks........ 

*Does not include Ist & ref. 5s pledged 

collateral to bond secured notes. 

The company is authorized to issue an 

ilimited amount of first and refunding 

5% Bonds of 1932. The amount outstand- 

g is shown in the table. 
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10,054,400 
*11,836,700 
2,000,000 
1,498,000 
2,000,000 
16,018,898 


By J. E. HALSTED 


The Ist & ref. bonds are secured by a 
first mortgage upon plants supplying gas 
to Cedar Rapids, Marion, Ottumwa, Ft 
Dodge, Ia., and La Porte, Ind., and elec- 
tric light and power to Ft, Dodge and La 
Porte. They are further 
majority of the common stock and a large 
part or a majority of the preferred stock 
and bonds of the Tri-City Ry, & Lt. Co., 
Cadillac Co., Chattanooga Gas Co., 
Cedar Rapids and Marion City Ry. Co., 
Grand Rapids, Grand Haven and Muske 
gon Ry. Co., Peoples Gas & Electric Co, 
Mason City, Ia., and the Mason City and 
Clear Lake R. R. Co. 

On the properties on which t 
not a first mortgage, there are prior to the 
Ist and Ref, 5% Bonds, and outstanding 
in the hands of the public about $13,595,000 
bonds of controlled companies, 

The comparative consolidated earnings 
of the company for the last two years 
ended August 2i have been as follows: 

1920 1921 
$2,325,212 $2,393,215 


po, Jel 


secured by a 


Gas 


hey are 


Net earnings 

Interest on 
and notes 

Pref. Div. 


Bonds 
944,066 
603,258 
$777,888 
These earnings show that the 
requirements of the secured notes and the 
lst and Ref. 5% Bonds are quite well pro 


1,011,126 

628,287 
Bal. Surplus $753,802 
interest 


-vided for. 


The equity back of these bonds can be 
measured by the fact that they are prior 
to the $2,000,000 convertible debenture 6% 
sonds of 1926, the $10,054,400 6% pre- 
ferred stock which sells at 63 and the 
$6,864,500 common stock quoted at 23. 
6% dividends have been paid on the pre- 
ferred stock 1910. No dividends 
are being paid on the common. 

The 10 year 8% notes of 1930 are se- 
cured by pledge of Ist and Ref. 5% Bonds 
of 1932 in the ratio of 133 1-3% of bonds 
for each note issued hereunder. 

These notes are redeemable upon 30 
days’ notice at any time at 107% and inter- 
est up to and including November 1, 1921; 
thereafter at % of 1% less during each 
of the next five years; and thereafter at 
one point less each year until maturity, 
plus accrued interest in each case. 

Both the Ist and ref. 5% Bonds and the 
secured notes are entitled to a good in- 
vestment rating and can be considered at- 
tractive purchase. 


Georgia Railway & Power 
The Georgia Railway & Power Co. was 
incorporated in Georgia in 1911 to take 
over some six electric power companies 
Since then it has acquired control of sev- 
eral more power companies. In 1912 it 
leased for 999 years the Georgia Railway 


since 


operates the street 
gas, power and 
Atlanta, Ga., and 


& Electric Co, which 
railway, electric light, 
steam heating plants in 
Georgia Railway & Power ( 
operates in total 248 miles of electric rail 
way lines, which are of standard 
with 70, 80 and 90 pound rails, 
power sites with development at present of 
about 166,800 h. p. and 
of transmission and distribution 
Population served is about 750,000. 

The Georgia Railway & Power Co. Ist 
and Refunding 5% Bonds due April 1, 
1954, are authorized to the extent of $30, 
000,000, of which there were outstanding 
on January 1, 7921, $15,831,500. 

There is provided for the retirement of 
these bonds an annual sinking fund of 
$75,000 from 1919 to 1924, $100,000 from 
1925 to 1928 and $125,000 from 1929 to 
1953 

The bonds are secured by a first 
gage on the hydro-electric plant at Tallu 
lah Falls, anud also on water rights, sub- 
stations and transmission and distribution 
lines and by a second on additional hydro- 
electric plants. There are prior to. these 
bonds $1,344,000 Atlanta Water & Electric 
Power Co, Ist 5s of 1943 

The bonds are secured by a first 
lien on the lease of the Georgia Ry. & 
Electric Co, and the 65 year contract for 
furnishing that company with power 

The net earnings of the combined prop 
erties and the interest charges, rentals and 
sinking funds for the last five years have 
been as follows: (000 omitted.) 


Net 


Earnings 


gauge 
water 
some 676 miles 
lines 


mort 


also 


Total % 
Charges Cov'd 
$3,197, $2,383, 133 

3,104, 2,485, 125 

3,145, 2,527, 124 
= 3,828, 2,598, 147 
1920.... 4,117, 2,814, 146 

A recent statement showed that for the 
12 months ended August 31, 1921, the bal- 
ance after rentals, and interest on funded 
debt amounted to $2,077,771 as compared 
with $1,137,214 for corresponding previous 
12 months. 


Year 
1916.. 
ae 
1918.. 


The position of these bonds could be 
made to appear better, as was recently 
done in connection with a new issue of 
bonds of this company, if the net earnings 
were compared with the fixed charges be- 
fore including the requirements for the 
sinking fund, but this is hardly a proper 
and conservative method of stating the 
facts. 

The bonds appear to be fairly well pro- 
tected by earnings, and these should show 
an improvement, but the issue can hardly 
be considered a real conservative invest- 
ment. 
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Detroit Edison Co. 





A Strong Utility 


Detroit Edison’s Growth Keeps Pace With Growth of City—Shares Attractive at Present Levels 


HEN the name of a company 
starts with “Detroit” the 


thought immediately conveyed 
is that this must be a growing concern. 
The growth of the city of Detroit, as 
everybody knows, has been truly phe- 
nomenal. It is now the fourth largest 
city in the United States, being only 
exceeded in population by New York, 
Chicago and Philadelphia. Ten years 
ago it did not rank better than thir- 
teenth. The principal explanation for 
this astounding growth is of course the 
fact that the automobile industry picked 
Detroit as the center of its manufactur- 
ing activities, and Detroit has grown 
with the automobile business. 
Of course it was no lucky chance 
that brought the automobile business to 
Detroit. The city 


By FREDERICK LEWIS - 
/ 


found it unprofitable to run 


plants of their own. 


power 


Too Much Business 


As a matter of fact, the company has 
been rather embarrassed by the rush of 
business. It has not been given a 
breathing spell. After the war it was 
hoped that the demand would fall off 
somewhat and give the company a 
good chance to overhaul its equipment, 
but there was no let up and the com- 
pany had to make its improvements and 
replacements as best it could. The 
policy adopted was to make large addi- 
tions to plants, so that certain units 
eould be laid up for repairs without re- 
ducing the supply of current. In the 
year 1920, for example, the company 


on the common stock. As the comn 
pays $8 per share, this is a fair mar 
over dividend requirements. As an 
ter of fact, the margin is very m 
more than these earnings would in 
cate, for the company makes very la: ze 
allowances for depreciation as well 
for renewals, replacements, etc. 
Costs have been coming down in 

past year and there is every reason 
believing that they will stay down; 
fact, they are likely to go still low>r 
This is a favorable development for +e 
public utility companies, many of wh 
have suffered severely in the past s 
eral years due to the big upward jumr 
in operating expenses. A close stud 
of conditions in the public utility fi 
recently stated that any public util 
company that was 
able to go thro 





is wonderfully sit- 
uated for manu- 
facturing _ plants. 
The harbor is one 
of the finest or 
the Great Lakes 
and the river on 
which the city is 
situated can ac- 
commodate the 
largest of vessels. 
Not only is water 
transportation ex- 
cellent but rail 
facilities are also 
of the best, being 
exceeded by few 
cities in the United 





the past five ye 
and show a g 
record in earninzs 
had _ nothing 
fear in the future, 
as it was highly 
4mprobable that 
difficulties would 
again be encoun 
tered to compar 
with the ones just 
passed through. 
In 1920, it 
true, Detroit Edi- 
son failed to ea 
its dividend by 
very slight margin, 








States. 


Detroit Edison’s 
Growth 


Has Detroit Edi- 
son grown as much 
as it should considering the progres- 
sive community it serves? A glance 
at the accompanying table will show 
the reader that, not only has this com- 
pany kept pace with the growth of De- 
troit, but that it has shown an increase 
in business far in excess of what might 
have been expected of it. Amount of 
current delivered in 1920 by the Detroit 
Edison was more than eleven times the 
output of 1909. 

This wonderful increase in business 
has been the result of efficient and pro- 
gressive management. Every improve- 
ment in the production and distribution 
of electricity has been adopted by the 
company and its plants are at the pres- 
ent time the last word in up-to-dateness. 
The development of the central power 
station has been a_ great business 
builder, because, through the elimina- 
tion of waste and other numerous 
economies, it has enabled the company 
to so reduce the price of power that 
industrial companies as a rule have 
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DETROIT EDISON CO., DETROIT RIVER PLANT 


The plant has 170,000 K. W. capacity, having been increased from 40,000 K.W. 
in 1915. Detroit Edison serves the city of Detroit, now the Beswate largest city in 
Sy 


‘ing’ period of 1920 of $703,720. 


the United States. 


made additions tg its plant totaling 
$16,950,630. 

The effect of the large expenditures 
in 1920 were not reflected in the earn- 
ings of that year. All these additions 
were at work in the current year and 
the earnings of the company have 
shown a good increase from this source. 
An increase in rates granted early in 
the year has also helped. For the ten 
months ended October 31, 1921, sur- 
plus available for dividends was $1,- 
966,635, an increase over the correspond- 
In op- 
erating expenses in 1921 there is in- 
cluded for renewal, replacement and 
contingent reserve $1,094,000, as against 
$400,000 last year. It can be seen, 
therefore, that Detroit Edison is mak- 
ing a really fine showing in this sup- 
posed “year of depression.” 


Earnings in 1921 


For the full year 1921 Detroit Edison 
should show about $10 per share earned 


but in every othe: 
year it was earned 
with a good mar- 
gin to spare. 

On the basis of 
the valuation made 
by the engineering experts of the 
Michigan Railroad Commission of 
June 30, 1915, on then current prices, 
with the addition of net actual cor 
struction expenditures from that dat 
up to the present time, the value of th: 
property is equal to the principal 
amount of the mortgage bonds ou 
standing and to approximately $135 
share on the capital stock. 

In the matter of franchises the con 
pany is in a favorable position. Th 
property in Detroit is operated und 
franchises which are not limited i 
point of time and which, in the opinio 
of counsel, extend in any event beyon 
the maturity of the bonds. A larg 
majority of the company’s franchise 
outside of Detroit were granted fo 
thirty-year periods. 


Bonds in Strong Position 


The bonds of the Detroit Edison Co 
should make a strong appeal to the 
(Continued on page 138.) 
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Pacific Gas & Electric Co. 





A Good Utility Investment 


Bonds and Stocks of Pacific Gas & Electric Seem Undervalued — Company Strongly Intrenched 


N point of the size of the territory it 
I serves and the extent of its distribution 

system, Pacific Gas & Electric is the 
argest individual operating gas, electric 
ight and power property in the United 
States. It serves directly or indirectly 
199 cities and towns in Central California, 
aving a combined population of over 
{,800,000, with gas and electricity for 
reating, lighting and power purposes, as 
vell as with street railway facilities and 
yater for power, irrigation and other pur- 
poses. 

Although most public utility companies 
n the years 1919 and 1920 found it rather 
lifficult to make a satisfactory showing, 
his company continued to forge ahead and 
showed a substantial increase in profits 
yver the two preceding years. This good 
showing was made despite the fact that 
yperating expenses took a big jump. 

In 1920, operating ratio was 68% as 

ympared with 62.6% in 1919 and 57.6% 
n 1918. The very large increase in the 
usiness done was the factor that enabled 
he company to overcome increased costs 
nd show a bigger surplus for stockholders. 

In the current year operating costs have 
ome down materially and as there is no 
et up in the volume of business the com- 
any is handling the result will be an ex- 
ellent report for 1921. 


Earnings on the Upgrade 


For the nine months ended September 
0, 1921, Pacific Gas reported a surplus 
fter charges of $3,806,924, an increase 
ver the same period in 1920 of $956,365. 
)n the basis that the last three months of 
he year will show up as well, and there is 
eason to expect that they will show up 
etter, close to $9 a share will be earned 
for the common stock. This would com- 
pare with $6.30 earned in 1920 and $5.33 
arned in 1919. 

Operating costs have declined since the 
irst of the year in an accelerating degree, 
due mainly to 


the property. The management of the com- 
pany after an exhaustive study of the 
figures involved have expressed the opin- 
ion that an 8% return on the value of the 
property would, on the present capitaliza- 
tion of the company, amount to over 10% 
for the common stock, 


Maintenance Liberal 


When a company of this kind earns 10% 
on its stock it is generally justified in pay- 








40 1912 13 14 15. 16 ‘17 1819 '20 ‘21 


AICIFIC GAS & ELECTRIC 


+++ 
30 
| — 
GROSS EARNINGS 


Millions of Dollars 


oO 


NET INCOME AVAILABLE~7— 
FOR. DIVIDENDS 
| 


| 
| 























ing out the major part of this in dividends, 
because large sums are always deducted 
from earnings for maintenance and depre- 
ciation reserve and because of the fact that, 
its credit being good, it can afford to 
finance additions and improvements by the 
raising of new capital. The accompanying 
table shows the liberal charges made for 
maintenance and depreciation. They are 
computed according to the best engineer- 


taken over in 1919 at a cost of $11,000,000. 
From 1906 to date there has been nearly 
$58,000,000 spent in new construction and 
$34,000,000 for the purchase of other prop- 
erties, a total of $92,000,000. 

Of course this program of expansion has 
necessitated an increase in capitalization. 
Funded debt at the present time totals 
$106,733,000, as against $79,276,000 in 1914, 
preferred stock $37,024,988, as compared 
with $18,801,000 in 1914, and common stock 
$34,004,058, as against $32,100,000 in 1914. 


Bonds Well Secured 


Pacific Gas & Electric bond issues are 
all considered conservative investment is- 
sues, sufficiently secure as to assets and 
margin of safety in earnings. Bonds of 
this character should gradually advance 
as money conditions become easier. There 
is one convertible issue, $10,000,000 7% 
collateral trust notes due May 1, 1925, and 
convertible into stock at 85. They sell 
around 100. As these give a good return 
on the investment with safety and as there 
is a fair chance that the convertible privil- 
ege will become valuable they look like an 
attractive purchase. The refunding 5s due 
1942 sell around 83, and the first and re- 
funding 7s due 1940 are about 102. 

The 6% preferred at present price of 
about 80 yields 744% on the investment, 
and in view of the marked improvement in 
the company’s earnings is entitled to con- 
sideration as a good business man’s in- 
vestment. 

At 62 the common stock returns about 8% 
on the investment. The past record of the 
company, in which it showed its ability 
to earn good profits under the most difficult 
and trying conditions ever experienced by 
public utility companies, indicates that this 
dividend rate is pretty secure and that the 
next change is likely to be an increase. 

It is not thought likely, however, that 
there will be any advance in the divi- 
dend rate in the immediate future for the 
wreason that the 
J company is con- 





lower prices for 





materials and sup- 
plies, better water 
conditions and the 
substitution of hy- 
dro-electric energy 
for steam-generat- 
ing energy. Oil, 
for instance, is 





HOW PROPERTIES ARE MAINTAINED 


Total % of gross 
$3,175,115 17.0 
3,457,121 
3,870,841 
4,248,483 
5,528,512 


stantly making 
advances for addi- 
tions and better- 
ments to plant and 
a | property to take 
16.3 care of the grow- 
4 ing business. Part 

of the additional 
money needed for 











costing the com- 
pany 50 cents per 
barrel less than last year and this reduc- 
tion alone is equivalent to more than the 
present dividend of 5% on the common 
stock. Earnings would be much higher in 
1921 then reported, were it not for the 
fact that the public has been given the 
benefits of these lower costs in lower gas 
rates and a 9% reduction in electric rates. 

A very important point to consider in a 
study of Pacific Gas is the laws of the 
state of California in regard to earnings 
of public utility companies. The estab- 
lished return is 8% on a fair valuation of 


for NOVEMBER 26, 1921 


ing and accounting standards and in con- 
formity with rulings made by the railroad 
commission. 

The remarkable growth in gross examin- 
ing from $14,000,000 in 1912 to $37,500,000 
in 1921 (see graph) was accomplished, 
partly by new construction, partly by the 
acquisition of new properties and partly by 
the upbuilding of the original plants to a 
higher state of efficiency. The largest re- 
cent acquisitions were the properties of the 
Northern California Power Co.; Consoli- 
dated and the Durham Light & Power Co., 


this purpose is be- 
ing secured through the sale of preferred 
stock to the company’s customers and the 
balance is taken from earnings. As the 
common stock becomes more seasoned, 
hoWever, it is likely to gradually advance 
in price until it shall close to a 7% basis. 


The directorate of the Pacific Gas & 
Electric Co. includes the following: F. B. 
Anderson, H. E. Bothin, J. A. Britton, W. 
H. Crocker, F. T. Elsey, Jr., F. G. Drum, 
A. F. Hockenbeamer, W. E. Creed, W. G. 
Henshaw, C. O. G. Miller 
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Trade Tendencies 


Greater Activity in Business 


Industrial Activity on Larger Scale—Prices Firm—Less Unemployment—Outlook Good 








STEEL 








Lull Anticipated 


Movement of steel during the current 
period has again turned slow both for 
domestic and export account, Mi£ll oper- 
ations, however, continue at the most act- 
ive scale, indicating the improvement 
which has come over the industry in the 
past few months. It is estimated that the 
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average rate of production is about 51% 
with the independents operating at prob- 
ably 45%. Six months ago many of the 
independents were operating at no more 
than 20% capacity, which is a striking 
commentary on the change already ef- 
fected. The leading interest, however, is 
doing a little better than most of the inde- 
pendents owing to its more effective com- 
petitive methods to secure business. 
Orders have slowed down a little and 
consumers are not showing much of a 
disposition to anticipate requirements. 
Since their purchases, however, indicate 
the exact amount of consumption and as 
the aggregate volume of such purchases 
is considerably above that of recent 
months, this in itself indicates a consider- 
able increase of consumption and thereby 
a better demand for steel. On the whole, 
therefore, the steel market may be con- 
sidered in a progressively healthy state. 
The price situation is more stabilized. 
While a number of products continue to 
show a moderately declining tendency, the 
average is fairly well maintained and it 
begins to appear that the market has 
reached a real basis of stability. It is not 
likely, however, that prices will advance 
except perhaps in certain special instances, 
during the near future. The effect of 
such a development would be to curtail 


118 





SPOT PRICES OF LEADING 
COMMODITIES 


(See Footnote for Grades Used and Unit 
of Measure) 
——- ——1921—__- —_, 
High Low Last* 


Steel (1) . " $29.50 
Pig Iron (2). - J 

Copper (3) 
Petroleum (4) 
Coal (5) 
Cotton (6) 
Wheat (7) 
Corn (8) 
Hogs (9) 
Steers (10) 
Coffee (11) 
Rubber (12) 
Wool (13) 
Tobacco (14) 
Sugar (15) 
Sugar (16) 
Paper (17) 
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*November 17. 

(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
ce. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton; (6) Spot, 
New York, c, per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Sight, Chicago, 
$ per bushel; (10) Top, Heavies, Chicago, 
ce. per lb.; (11) Rio, No, 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(13) Ohio, Delaine, unwashed, oc, per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw, Cubas 96° Full Duty, c. per 
Ib.; (16) Refined, c. per 1Ib,; (17) News- 
print per carload roll, c, per Ib, 


THE TREND 


STEEL—Average ratio of output to ca- 
pacity about 50% compared with 
3% a few months ago. 
more stabilized. oy a 
but much better than during last 

I diate outlook is for a 
slight lull but fundamental condi- 
tions are sound and the industry 
faces a more active future. 

METALS—Copper prices advanced to 
13%-13'4 cents. — improving. 
Lead fairly firm: tin steady and zinc 
in strong position. 

ery buying sl on t 
of high crude prices. Gasolene con- 
sumption about to fall off: other re- 
fin ts irregular. 


be cuts in inventories. Manu- 








look not promising but business 
should be good next Spring. 

SHIPPING—Still depressed but under- 
lying conditions are growing more 
favorable as world trade starts to 
revive. 

COAL—Waiting market. Large stocks. 
Production falls off. Threat of na- 
tional strike next Spring. 

LEATHER—Hide business better. Leath- 
er trade irregular. oe manufac- 
ture in certain localiti tisfactory 
and not so in other sections. 

MACHINERY—Conti d dull in 
machinery lines. [Electrical equip- 
ment picking up slowly. 

ae = oy ys continue ‘ irreg- 

noted in many in- 
ice level is more sta- 








— The 
bilized and w 


lency 
enol taptag to higher ecinn tc Lelie 

g is t id: 
trade. Optimism rather aan @e 4 
=e is more justifiable at the present 
ime. 


buying again and the producers are mostly 
desirous of restoring genuine confidence 
The net result, therefore, of a continued 
higher demand for steel is more likely t 
be a gradual increase -in output than an 
advance in prices, 

Structural steel continues its remark 
able improvement. Returns for October 
showed a ratio of production to capacity 
of 54%, the largest figure since May, 
1920. Sheet and tinplate production is 
well maintained, and wire, nails and other 
products are doing better. 

The pig iron market is quiet, the de- 
mand for immediate consumption having 
been _ satisfied. Underlying conditions, 
however, are sound and a return to ac- 
tivity can be expected within a very short 
period. Consumers are counting on hav 
ing the market with them until the end 
of the year, but any signs of higher prices 
or competitive demand would set them all 
bidding against each other, as was the 
case a few weeks ago. The meaning of 
this is that the statistical position of the 
commodity, as pointed out several times 
before, is very strong. 





OIL 























Buying Less Active 
There is no doubt that the recent ad- 
vance in crude oil prices has not been alto- 
gether the most fortunate thing that could 
have happened to this market so far as its 
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effect on consumption is concerned. The 
fact is that both foreign interests and do- 
mestic marketers have been unfavorably 
influenced by the much higher prices now 
obtaining, and rather than enter commit- 
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ts on a large scale on such a basis 
preferred to stay out of the market 
pending further developments. 
his has been particularly true of the 
ign buyers. When the crude oil mar- 
started to go up a month or so ago, 
rusifed in to buy in order to fill re- 
ements, and continued to follow the 
rket up for a certain distance. After 
s advanced about 50% of the present 
ease, foreign buying started to taper 
and from then on the higher prices 
the less there was bought for for- 
account. When prices reached the 
<, there was very little foreign buying, 
this is about the situation at present. 
mong domestic consumers the manu- 
ring plants are not stocking up par- 
arly heavily. Kerosene is not moving 
t should at this time of the year owing 
he generally mild weather and exports 
this item are not keeping up. There 
been some fair buying of gasolene for 
rt account, but domestic consumption 
eginning to slow up, as many cars 
being put away for the winter. 
[he statistical position of crude oil 
not been improved by the recent in- 
se in production. Stocks on hand are 


very large and any increase in supply at 
this time is to be looked upon as an un- 
favorable factor. 

The question as to the future of crude 
oil prices is of greatest interest at the 
moment. The trade is about evenly divided 
between believing that the present level 
will be maintained and believing that there 
will be a reactionary tendency. On the 
,whole, the facts at hand would seem to 
justify the latter opinion. 

The price of crude oil, of course, as in 
the case of any other commodity, depends 
on demand, but the crude oil demand to 
a very large extent is dependent on the 
demand for gasolene. This is more under- 
standable when it is appreciated that 50% 
of the crude oil product goes into gasolene 
production. The immediate outlook for 
gasolene is not encouraging, owing to the 
approaching cold weather. In that case, 
gasolene consumption should drop some- 
what with a consequent effect on crude oil 
demand and thereby on the price of that 
commodity. 

Lower prices, at least to a moderate ex- 
tent, appear to be the prospect for the 
crude oil market within the next two or 
three months. 





COAL 











In a Waiting Position 


For a while during the latter part of 
October and the beginning of November 
it looked as if a real buying movement in 
coal had set in. It now appears, however, 
that the increased demand was mostly due 
to the desire of consumers to add to their 
stocks pending the outcome of the threat- 
ened railroad strike. Since the non-strike 
decision, the coal market has settled down 
to a waiting position, 

Under present conditions, the market 
may be considered a buyer’s affair. The 
supply of soft coal is ample and require- 
ments have been met fairly well. Sur- 
plus stocks are very large in some in- 
stances. On the statistical position, there- 
fore, the outlook is not particularly 
promising. However, there is another 
factor. Some time next spring, a serious 
coal strike is threatened when the national 
agreements between the operators and 
miners come to an end. Under this pros- 

(Continued on page 128.) 
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rubber market in the past few 


has strengthened somewhat 


owing to heavier buying by manufac- 


turers of mechanical rubber, drug- 


gists’ supplies, etc. Prices have ad- 
vanced a few cents a pound, but are 
still far below the average levels of 
last year and vastly below the high 
prices reached in 1916 and 1917. 

As pointed out in a previous article 
on the subject, the main difficulty in 
the rubber trade is the enormous 
world supply of the commodity. 
There are only two ways of over- 
coming this handicap. One is to 
greatly increase the demand for rub- 
ber by opening up new uses for it; 
the other is to closely restrict the rate 
of production. The latter seems the 
more immediately feasible, 

In the early part of the year, the 
Rubber Growers’ Association of Great 
Britain—producing most of the crude 
rubber of the world—attempted io put 
into operation a plan which, had it 
been rigidly adhered to by the con- 
stituent members of the association, 
would have limited production to a 
considerable degree, and so greatly 
improved the statistical position of 
the commodity that growers by this 
time would have emerged from their 
financial difficulties. Unfortunately, 
however, the majority of the growers 
could not be led to submit to a cen- 
tralized authority in this matter, and 
continued to produce on the old basis. 
As a result the world supply of rub- 
ber grew to even larger proportions, 
having no wide outlet owing to the 
depressed state of world business. 

Recently the Colonial Government 
has undertaken certain legislation af- 





RUBBER 


Conditions Unsettled 


fecting the output of rubber. With 
effective assistance in the way of pro- 
duction curtailment in other parts of 
the world, it is possible that the rub- 
ber situation may improve. In the 
meanwhile, however, there is not much 
hope. 

The usual slump in tire production 
which occurs at this time of the year 
is in evidence. Stocks on hand are 
sufficiently large to cover any demand 
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which may develop between now and 
next spring and production on a large 
scale, consequently, is unnecessary. 
Some of the plants have turned their 
attention toward production of sun- 
dries such as mechanical rubber and 
druggists’ supplies, but this has been 
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more for the purpose of keeping their 
organizations intact than for any pos- 
sible profit that might be involved in 
such operations. 

Generally the level of tire prices is 
greatly below the peak of war-prices 
and in some instances prices are below 
even the pre-war levels, which illus- 
trates the remarkable change which 
has come over the situation. It is 
very likely, however, that a level of 
stability has been reached by this time 
with regard to the price situation and 
this should restore confidence among 
dealers and consumers 

During the year the tire industry 
has made remarkable headway with 
regard to liquidating its high-price in- 
ventories. The attached graph based 
on figures compiled by the Rubber 
Growers’ Association, indicates that 
inventories consisting of finished pneu- 
matic casings have dropped in the ten 
months— November, 1920, to August, 
1921—about 31%. At the same time 
many companies have greatly im- 
proved their financial position, have 
paid off bank loans and reduced other 
obligations and generally are in a more 
liquid position than a year ago this 
time. 

During the next two or three 
months further progress should be 
made with regard to liquidating inven- 
tories as production will be small, and 
the industry as a whole should enter 
the buying season of 1922 in pretty 
fair shape. The outlook for next 
year’s business is good and with the 
strong demand which should be in 
evidence about next spring, most of 
the more important of these companies 
will probably be found operating prof- 
itably at a good rate of production. 
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Article III of the Series, “What to Buy and What to Sell’ 
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—An Old Law in New Dress— 


Methods That Have Proven Successful 


ANY years ago, our worthy little 
M predecessor “The Ticker” sought 

by a novel method—one that was 
naw and original to Wall Street at that 
time—to indicate stocks that were intrinsi- 
cally cheap on a basis of low price, or 
even high price, as compared with earn- 
ing power at the time. The excellent idea 
involved in this examination gave rise to 
a useful table known as “the Bargain In- 
dicator” which was set up regularly for 
many years, and even continued for a con- 
siderable time in the present MAGAZINE. 
Because of the fact that earnings did not, 
during the war boom, justify the prices 
then ruling, it was expedient to drop the 
Bargain Indicator for a while. The writer 
would like to see it restored when condi- 
tions become normal after the post-war 
readjustment cycle is out of the way. 
That time is approaching. 

An Indicator—Plus 

While the old Bargain Indicator was a 
valuable guide, the original idea was based 
upon current earnings. The writer would 
like to point out where a little research 
along broader lines, together with an aux- 
iliary aid in the way of a vivid “picture,” 
will help readers to judge whether a stock 
is in the bargain zone, or merely still in 
manipulative strata. 

To help this examination, ‘the reader is 
asked to examine the three graphs on 
Canadian Pacific, American Can and Beth- 
lehem Steel “B” herewith. All three are 
active listed issues enjoying a wide mar- 
ket, have big swings at times, and—judg- 
ing from public appraisal as indicated by 
their price movements—have a habit of 
travelling from glory to gloom and all the 
way back again. How is the poor investor 
to judge when to buy and when to sell 
issues of this character? 

I have purposely selected these three 
stocks because in their industries they are 
about as far apart as the planets. But 
this is where the difference almost ceases. 
The price movement of the one is a fair 
facsimile of the action of the other, and a 
composite picture of the movements of all 
three would be very much the same. 

It rather proves that in bull markets, 
they all “bull” regardless. In bear mar- 
kets they nearly all go down, for the broad 
reason that poor business does not do any 
industry much good: all business is closely 
connected: and whatever market interest 
or influence is behind the price movement, 
such interest or influence is sure to find 
enough excuse to create pessimism and 
sell the stock down. 


I once heard someone say: “There are 


ten ways to kill a cat besides choking it 
120 
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with butter,” and we can paraphrase this 
by remarking that there are at least one 
hundred good excuses to put a stock down. 
When we look upon the sorry spectacle of 
Canadian Pacific’s fall from the 180s to 
110s, it seems to me like a foolish question 
to ask: “Why?” because—well there are at 
least one hundred “Because—s.” How- 
ever, there isn’t much of a mystery that 
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the skilled judge of the market cannot un- 
tangle, and in the present case it does not 
seem to need an analyst. Common sense 
and some knowledge of “the pictures” will 
tell us that anyone seems justified in buy- 
ing Canadian Pacific, Bethlehem Steel “B” 
and American Can. They can buy it with 
any kind of mental label attached: invest- 
ment, speculation, specvestment—or what- 
ever the individual chooses to call it, and 
the writer will try and explain why, 

We will go back to the principle of our 
old Bargain Indicator, add the vivid pic- 
ture of what the stocks have done in the 
past, try to size up their future, and see 
whether we cannot make use of our exam- 
ination for other issues when the need 
arises. Because these features are added 
to the old “Indicator” the writer calls it 
“The Indicator—plus.” 

A Six-Year Cycle 

It will be noted that all three of the 
stocks chosen for illustration started the 
six-year cycle under rosy auspices. I ven- 
ture the guess that more people were will- 
ing to buy and hold the trio at fancy prices 
than can now be found willing to risk 
even a five point break. It is always so in 





a bull market when nothing but hysteria 
counts. The bottom of the bear market 
reflects gloom to a ten-fold extent in pro- 
portion to the size, length and intensity: of 
the fall. A moderate reaction only en- 
courages the buyer: a big decline thor- 
oughly scares him. This phenomena ‘s 
peculiarly related to the stock market, and 
has nothing in common with “human na- 
ture” as so many people glibly excuse the 
buyer’s fear at the bottom. 

It will be seen that our three stocks act- 
ed almost uniformly so far as direction is 
concerned. I have marked the four main 
movements from (A) to (D) and it is 
surely “as easy as A. B. C.” to realive 
that they were uniform. Note the main 
distribution at (A) that took a year in 
each case to complete, the apparent wit!i- 
drawal of support and the certain fall to 
(B), the steady and rather uncertain sec- 
ondary rise to a “double top,” and—after 
a further year of handing out stock to 
buyers—the grand smash to (D) where 
levels become established that in cases are 
entirely ridiculous and have nothing what- 
ever to do with dividends, earning power 
or future prospects. 


Between 60 and 65 American Can com- 
mon was not an asset to the holder—it 
was a liability, and a fairly heavy one. It 
did not pay dividends then, and apparently 
did not intend to. It looked good to the 
buyer because it was high in the first place, 
and there seemed to be a slender chance of 
a dividend—probably no more than 5%, 
which at 65 would or might have returned 
7.7% to the buyer. He was then carrying 
the stock between 60, and 65 and paying 
his broker about 7% for the privilege of 
lugging it along on its prospects. If any- 
body who bought, or intended buying at 
that time, would have considered that 6) 
or 65 plus 7 makes 67 (or 72) for his 
“Can common,” and thought of the possi- 
bility of no dividends, it looked expensive 
—even on the surface. 

Assuming this to be too hypothetical, let 
us consider the position of Canadian Pa- 
cific at the time. It was paying 10% and 
selling around 180 to yield 5.6%. It was 
not a bargain on merit. It was earning on 
the average about 13% and paying 10%— 
and most unlikely to increase the dividend. 
What did investors look forward to when 
they absorbed the stock for a whole year 
between 170 and 180? They did not look 
forward at all—they looked sideways, and 
saw nothing but the crowd reaching out 
for more Canadian Pacific, so what was 
the use of asking questions before buying? 

On the basis of the Bargain Indicator, 2 
simple test could have been applied to in- 
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W. STRAUS & CO. offer the bonds described below as definitely assured AE meeting two of the chief 
an investment of exceptional strength and attractiveness. requirements of -the ST S PLAN. We have purchased these 
These bonds are a first mortgage on the home of one of bonds after careful investigation and offer them to the investing 
the largest and best known industrial corporations in the United public, with our full recommendation, as a safe investment for 
States. They combine extraordinary real estate security with sums of any amount. 


a $12,000,000 


to Net 


7 General Motors Building Corporation 


DETROIT, MICHIGAN 


First Mortgage 7% Serial Coupon Bonds 
(Safeguarded under the Straus Plan) 
4% Federal Income Tax Paid 


Entire Building Leased to General Motors Corporation 
DATED: November 1, 1921 INTEREST COUPONS DUE: May 1 and November 1 


STRAUS PLAN AMORTIZATION 


NDER the covenants of the trust mortgage, the bonds are paid off in yearly serial instal its, the coup 
aang payable twice a year. In order to assure prompt payment of both principal and interest in cash on 
the days due, the trust mortgage requires the borrowing corporation to make 300 approximately equal 

monthly payments to S. W. Straus & Co., each monthly payment being approximately $85,000. These compulsory 
payments automatically | ag in advance a fund of a little more than $1,000,000 a year from which the coupons 
are cashed, the balance being used for the serial retirement of the bonds. 

The fixed charges under the Straus mortgage and the method of meeting them by monthly payments are set forth 
in the following table: 




















Bonds Interest Total Yearly 12 Monthly 

Maturity Maturing Payments Payments Payments of 

m November 1, 1922 $175,000 $840,000 $1,015,000 $84,583.34 
Serial November 1, 187,000 827,750 1,014,750 84,562.50 
November 1, 200,000 814,660 1,014,660 0 

Payments November 1, 214,000 800,660 1,014,660 
November 1, 229,000 785,680 

and Monthly November 1, 245,000 769,650 
November 1, 752,500 

Payments: November 1, 734,160 
November 1, 714,560 

November 1, 693,560 
November 1, 671,090 
November 1, 647,010 
November 1, : 621,250 
1, 

1, 

1, 

1, 

1, 

1, 

1, 

1, 

1, 

1, 

1, 





November 593,740 

November 564,340 

November $32,910 d 

November 499,310 ,012, 84,359.17 
November 463,400 i 84,366.67 
424,970 ,011, 84,330.83 
84,323.34 
84,326.67 
84,323.34 
84,295.83 
84,310.00 


November 
November 
November 
November 
November 
November 


00 011, 
November 1, 1946 131,110 J ° 84,259.17 


Total $12,000,000 $14,330,260 $26,330,260 . — 
*$880,000 Principal+$131,110 Interest paid by 12 monthly payments leaving balance to be paid on Nov. 1, 1946, 
$993,000. 


Denominations: $1,000, $500 and $100 


We summarize the following facts from a letter of Mr. Pierre S. du Pont, president of the General Motors Corp- 
oration: 
P Ts BONDS are a direct closed first mortgage on the General Motors Building, Detroit, Michigan, the largest 
roperty office building in the world, with a total fioor area of thirty acres, containing 1,700 offices. The building is now 
M d: nearly complete. Its cost, completed, together with the appraised value of the land, totals $20,786,000. Title 
ortgag ea: to this property is vested in the General Motors Building Corporation, which is owned and controlled by the General 
Motors Corporation. 
HE GENERAL MOTORS CORPORATION has leased the entire property for thirty years and will occupy 
with its subsidiaries approximately one-half of the building. The balance is being sub-leased. Under the terms 
of the lease, General Motors Corporation must pay an annual rental to General Motors Building Corporation 
sufficient to assure payment of the combined princi and interest a on the bonds in each successive year. 
Lessee: The output of Gene Motors Corporation includes Cadillac, Buick, Oldsmobile, Chevrolet and Oakland automo- 
biles; evrolet, G.M.C., and Oldsmobile trucks; Delco starting, lighting and qqiten systems; and Klaxon 
horns. Through ownership of a majority of the stock it controls the Fisher Body Corporation. General Motors 
Corporation has manufactured more than two million cars. Approximately one automobile in six in the United 
States today is its product. 
My M INCE the rental payable by the General Motors Corporation to the General Motors Building Corporation is an 
Prior Claim ay cost, the claim of this rental against the earnings of General Motors Corporation takes precedence 
of Lease: over the claim for dividends of the preferred, debenture and common stock. 


Price: Par and accrued interest. to net 7% 
Call or write for Circular D-641 


S.W. STRAUS & CO. 


ESTABLISHED 1882 A OFFICES IN FIFTEEN PRINCIPAL CITIES A INCORPORATED 
STRAUS BUILDING—565 Fifth Avenue—at 46th Street 
Telephone — Vanderbilt 8500 


39 YEARS WITHOUT LOSS TO ANY INVESTOR | 
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quire whether it was safe to hold and buy 
Canadian Pacific at 180 or below. 
Earnings reported at the end of 1915 
(1916 results not known then) were a 
trifle over 11% on the common—that is to 
say, 11% on par of 100 a share. This is 
the equivalent of about 6% on the actual 
price. What this means in relation to 
present prices is obvious. At the present 
time the stock sells for less than 115, and 
the return on the investment is 8.7%— 
which is a get-rich-quick basis to say the 
least. The pessimist may have a reason 
for being sceptical with regard to Cana- 
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dian Pacific’s ability to pay a 10% divi- 
dend, but if it only paid an 8% dividend, 
the return would still be 7%— which 
wouldn’t be so bad if you think it over. 
But there’s no danger of a dividend reduc- 
tion, and no use working on this hypothe- 
sis. It is worth while checking up Cana- 
dian Pacific a little further at this junc- 
ture, and recalling that the company has 
+ been in the dividend-paying business since 
1882 and has never skipped a disbursement. 
It was started in business in a very Im- 
perial way, by the Canadian Government 
itself with $25,000,000 cash and a land 
grant of nearly 20,000,000 acres, which is 
come kingdom when you think it over. 

Now that the stock is selling on a get- 
rich-quick basis, you need not expect to 
hear stories that are bullish on oil devel- 
opments along its right-of-way, discov- 
eries on its lands, or increased values for 
the cities and towns it has established. 
These things are not “according to Hoyle” 
and do not come when the stock is low. 
It is earning actually 11%, which is the 
equivalent of more than 10% on its price, 
compared with an 8.7% return, but com- 
panies of this type do not usually show 
elaborate margins over dividend require- 
ments. The company handled over $216,- 
000,000 in gross revenues last year, of 
which a mean $30,000,000 or thereabouts 
was left for dividends. The operating ex- 
penses show such items as “General Ex- 
penses $9,000,000” and “Miscellaneous Ex- 
penses $4,000,000” (round figures), and 
who knows what they mean? Perhaps 
that is one reason why Canadian Pacific 
has been in the dividend-paying business 
since 1882! 
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Two Types to Choose 


Taking into consideration the apparent 
low price as judged by comparison with at 
least five preceding years, you can readily 
decide whether a stock looks cheap or 
dear—at least on the surface. This in it- 
self is not sufficient justification for buy- 
ing, as these symptoms alone would have 
led to serious mistakes in cases like St. 
Paul, New Haven and Rock Island. 

You can next decide between a consist- 
ently good dividend payer, like Canadian 
Pacific and Bethlehem Steel, and a non- 
dividend payer that seems able to pay 
dividends soon, and is at any rate selling 
low enough to justify carrying it all along 
for a year or two without any return. It 
would not do to purchase a high, nor even 
medium-priced issue not paying a dividend, 
because a mistake in judgment could prove 
too expensive. 

The next thing to examine closely is (a) 
safety of present dividend on more recent 
earnings (b) probability of dividends be- 
ing maintained out of surplus for a while 
if necessary (c) an upward, strong, or at 
least steady trend of earnings for the non- 
dividend payer. In the latter case, even 
if no dividends come along for a while, 
the stock is bound to sell higher—and mar- 
ket prdfits would take the place of divi- 
dends as a matter of course, 

The writer feels that from every snaie, 
Canadian Pacific, Bethlehem Steel and 
American Can—different in their spheres 
as the stars—afford good examples for 
further examination, and if others come up 
to the same standard they would be op- 
portunities at the present time. Statistics 
and charts can be procured by any man 
who will go to the trouble and expense, 
research work costs time only, and it is for 
the individual to say whether it is worth 
while. 

Canadian Pacific has earned on the av- 
erage $11 a share in the past three years, 
but this was after enormous deductions. 
An analogy is furnished in the case of 
American Telephone, which actually in- 
creased its dividend from $8 to $9 in the 
face of an apparent narrow margin. Stocks 
like these have to be judged by different 
standards, but as stated even a reduction 
in the CP dividend to $8 would not make 
the stock dear at 115. Its cash resources 
and surplus is well over $200,000,000. If 
Canadian Pacific put out stock salesmen, 
they would have an easy job. 

Bethlehem Steel “B” between 50 and 55 
is clearly cheap enough for a $5 stock and 
could not sell very much lower if it paid no 
dividend. However, it has been earning 
about $18 a share during the past three 
years and piling up a surplus back of the 
common of above $7,000,000 annually on 
the average. Its working capital is more 
than ten times the latter sum, and if U. S. 
Steel—also a $5 stock—is entitled to sell 
in the 80s, BSB is certainly in a conserva- 
tive zone in the 50s. The graph tells the 
rest of the story. 

American Can is in a somewhat different 
position. With a rather checkered career, 
and the prospect of-common dividends 
dangled before the eyes of investors these 
many years (as interpreted by market 
movements rather than by “inside” prom- 
ises), the book value and working capital 
is quite out of proportion to its price 
around 30. Earnings for three years past 
have averaged about $6 a share, after 


conservative write-offs. Sooner or later 
something is bound to happen either divi- 
dend-wise or market-wise. The company 
has conserved its large war and post-war 
profits, and having paid no dividend on the 
common as yet, this is a point very stronz- 
ly in its favor when considering future 
possibilities. When American Can will do 
something in the way of dividends or price 
cannot be foretold, but all indications, 
especially the “Indicator-plus,” point 
interesting happenings in the future. 


Correct Methods Applied to Correct 
Stocks 


When or how to buy stocks like Can 
dian, Bethlehem or “Can” is a perplexing 
situation, and is largely an individual 
problem that must be worked out. In th's 
connection another writer described a 
method that was put into operation more 
than ten years ago. Time has not altered 
its value, and I cannot do better than de- 
scribe jt in his*own words: 


I have been trading in stocks for abc 
seventeen years, off and on, and while I haven ¢ 
made a fortune, I have learned some things 
about the business and have made more mone 
than I would have made any other way, pro 
ably, as I have always worked on a modera‘e 
salary. I am employed in a wholesale hous 
so I have no special advantages in the w: 
of inside information—supposing there is su 
a thing that iS of any value—in regard to whic 
I have my doubts. The first is the use 
stop loss orders* These are all right if a man 

n’t have any real opinion about his stoc 
He is then just as likely to be buying at t! 
top and selling at the bottom as any oth« 
way and it would be foolish for him to star 
by his trades and let them run into a big los 
But if he has any real judgment and is buying 
stocks because! they have had enough decli 
and he believes they are low, he should not 
use stop loss orders, because when they a 
caught they compel him to buy on bulges ar 
sell on breaks—just the opposite of what 
should do. 

Another thing I don’t believe in is buying 
when a stock sells at a new high point or 
selling when it breaks over to a new lo 
point. Of course if prices keep going higher 
on each advance this is an indication that a 
bull market is under way, but the fact that 
the price reaches a new high point is no in 
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dication but what that particular bulge may 
be the last one. Besides, it’s no place to buy 
because it is buying on top. If you are long 
at a low price you will naturally hold on as 
long as the price keeps working up, until you 
see something in the situation which leads you 
to turn around, but you are crazy to buy just 
because the = breaks over into new ground. 
You should buy on declines, not at the top of 
the advance. 

















*Refers purely to their use in investments 


for the long pull. 
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BUY IT FROM THE NAVY 


Naval Vessels as Hulks for Salvage 


By Sealed Proposals opening January 16, 1922 
At Board of Survey, Appraisal and Sale, 
Navy Yard, Washington, D. C. 


Improvements in Naval construction have rendered these fine old warships obsolete, 
and the opportunity is now being given the metal trades to purchase for salvage the 


following vessels :— 


Some of the Vessels Offered for Salvage 


(Note.—Displacement given below is for full load.) 





U. S. S. MAINE (Battleship). Built in 1901. *U. S. S. OZARK (Monitor). Built in 1900. 


Length, 393 feet; draft, 23 feet; beam, 72 feet. Length, 255 feet; draft, 13 feet; beam, 50 feet. 
Displacement, 13,500 tons. Now at Philadelphia, Pa. Displacement, 3,356 tons. Now at Philadelphia, Pa. 

U. S. S. MISSOURI (Battleship). Built in 1901. =*TARGET (Ex-Monitor MIANTANOMOH). Built 
Length, 394 feet; draft, 24 feet; beam, 72 feet. : in 1876. 

Displacement, 13,500 tons. Now at Philadelphia, Pa. Length, 263 feet; draft, 14 feet; beam, 55 feet. 

U. S. S. WISCONSIN (Battleship). Built in 1898. Displacement, 3,990 tons. Now at Norfolk, Va. 
Length, 374 feet; draft, 24 feet; beam, 72 feet. *U. S. S. TONOPAH (Monitor). Built in 1900. 
Displacement, 12,150 tons. Now at Philadelphia, Pa. oe nig apy - 

i . = ste 4 Length, 255 feet; draft, 13 feet; beam, 50 feet. 

*U. S.S. BROOKLYN (Cruiser). Built in 1895. Displacement, 3,356 tons. Now at Philadelphia, Pa. 
Length, 402 feet; breadth, 65 feet; draft, 24 feet. Treee : ie — 
Displacement, 10,068 tons. Now at Mare Island, Cal. *U. S. S. SMITH (De stroyer). Built in 1909. 

‘ . a Length, 294 feet; draft, 8 feet; beam, 26 feet. 

*U. S. S. COLUMBIA (Cruiser). Built in 1892. Displacement, 902 tons. Now at Philadelphia, Pa. 
Length, 413 feet; draft, 23 feet; beam, 58 feet. ae ‘ Pes 1 ie 
Displacement, 7,387 tons. Now at Philadelphia, Pa. *U. S.S. ALBERT BROWN (Fish Boat). Built in 


1897. 
Length, 103 feet; draft, 10 feet; beam, 18 feet. 


*U. S.S. MEMPHIS (Cruiser). Built in 1903. 


ee ae beam, 73 feet. Gross tonnage, 108 tons. Now at Philadelphia, Pa. 
Now a wreck at Santo Domingo, D. R. *U. S. S. ORIOLE (Ex-DALE); Wooden Sailing 
*TARGET (Ex-Monitor PURITAN). Built in 1882. Vessel. Built in 1839. 
Length, 299 feet; draft, 18 feet; beam, 60 feet. Length, 117 feet; beam, 34 feet. 


Displacement, 6,060 tons. Now at Norfolk, Va. Now at Coast Guard Depot (S. Baltimore, Md.). 








NOTE—The vessels marked with an asterisk (*) will on December 15, 1921, be offered for sale for “Conver- 
sion to Commercial Uses.” Such vessels as are not sold on that date will be offered on January 16, 1922, for sale 


as “Hulks for Salvage.” 

The offer of these vessels by the Navy Department for sale to commercial organ- 
izations should be considered from the standpoint of a nucleus to go into the ship 
breaking up field for some “farsighted concern” looking for new business. 

Aside from the ferrous and non-ferrous metals entering into Naval ship construc- 
tion, consider the electrical machinery, pumps, winches, boilers, engines, piping, etc., 
for which there is always a receptive market with an attractive recovery. 

A careful investigation of the success recently achieved in foreign countries by 
“ship breaking” concerns will convince you of the advisability of promptly communi- 
cating with the Navy Department. 


Write or wire for calatog No. 1246b giving the terms of sale and describing the 
vessels offered. 


Central Sales Office 


NAVY DEPARTMENT WASHINGTON, D. C. 




























for NOVEMBER 26, 1921 
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Some 
Opportunities 


ARE STILL LEFT 


The heavy oversubscription 
of the last issue of United 
States Treasury Certificates, 
yielding one-half per cent 
less than the previous issue, 
and the lowering of the 
Federal Reserve discount 
rate, have awakened invest- 
ors to the fact that present 
opportunities in bonds are 
disappearing. 




















We have carefully reviewed 
all available bonds and se- 
lected several that still 
offer comparatively liberal 
yields with sound security. 


A copy of our list may be had on 
request. 


Ask for MW. 25 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bidg. 
New York 


Tel. Rector 6770 










































How To Invest 
For An Income 


Every intelligent individual 
who is engaged in the essen- 
tial task of creating a sink- 
ing fund for his family and 
himself, is confronted with 
the problem of placing his 
capital in a safe place and 
deriving an income there- 
from. 

If he lives out of town, there 
is no reason why he cannot 
satisfactorily invest his funds, 
with the helpful co-operation 
of our Mail Service Depart- 
ment. 


We shall be glad to mail 
a copy of our booklet 


“Investing by Mail’’ 


to those interested on request. 








GRAHAM & MILLER 


Members New York Stock Exchange 
66 Broadway New York 
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Pre-War 
Period Period 
ae | 
1909-13 1914-18 
RAILS: High Low High Low 
Atchison .....ceseeeeceeees 125% 90% %4111% #«=75 
De. PLA. ccccccccccscece 106% «= 86 102% 75 
Atlantic Coast Line........ 148% 102% 126 79% 
Baltimore & Ohio .......... 122% 90% 96 38%, 
Bo. PH, soccccccceccces 96 77%, 8 48% 
Canadian Pacific .......... 283 165 220% 126 
Chesapeake & Ohio ......... 92 61% + 7:1 35% 
Chicago Great Western...... 86% 1% 17% 6 
Be. BEE. coccccccccccces 
Cc. M. & St, Paul.......... 
Do, BE, ccvcccccccecece 


te eweeeeeee 


P 
Cleveland ©. C. ‘& St. L.... 
Delaware & Hudson 
Delaware Lack, & W 


Great Seethere Pfd, eee 
Illinois Central ............ 


Do. Pfd, 
Lehigh Vailey esenacoeneods 


62 87% 

Louisville & Nashville ...... 170 121 141% 
Minn. & St. Louis......... °65 *12 36 
Mo, Kansas & Texas........ 51% 17% 2 
Be. Bile cpeccccecccecce 78% 60 

Mo. Pacific eveucseceosocecs "21% 38% 

SS er ee ee 64% 

WH. BW. Gamba cccccccccecee 147% 90% 114% 

N. Y¥. Chicago & St. Louis.. 109% 90 90% 
se 65% 89 





N. Y. N. > ene 


Northern Pacific ... 
Pennsylvania 
Pere Marquette 
Pitts. & W. Va 





EEE “scancoesccececosece 

Do. Ist Pfd. 

Do. 2nd Pfd. 42 
St. Louis-San Francisco .... *74 *13 50% 
St. Louis Southwestern...... 40% 18% 88% 

7 Mn eudsenessevcodee 82% 47% 65% 
Southern Pacific ........... 138% 838 110 
Southern Ry. 34 

Do. Pfd. 


Texas Pacific 


Do. Pfd 
WHE. nceascecncecesceses 

Do. Pfd, A 

Do. Pfd. B oe aa 82% 
Western Maryland ......... °56 *40 23 
Western Pacific ........... ee ee 25% 

i: nh niddebsentuenee a 64 
Wheeling & Lake Erie ..... "12% 2% 27% 

INDUSTRIALS: 

Allied Chem, .....+----+0++ ee 
Deo. PLE, ..cccccccccccce es 
Allis Chalmers 49% 
Bee PHB. cccccccevccecee 92 
Am. a. Chem 106 
B,. Bie. eneccessveccese 108% 
Am. Beet Sugar 108% 


Am, Bosch Mag.. 








TMS saslet eats sheila we oe 103 
Am, Tel. & Tel...........+- 158% 101 184% 
Am. Tobacco ........+.++5. *530 200 256 

Be WD  cccccececcevcences : 

Am, Woolen ........+..+-+. % 15 60% 
MB,  ccvcccccccceces 107% = 74 102 
Anaconda ee oy = 54% ah 105% 
73% 
cult, ON SO = 
le GDS cocevcccescccs 72% 16 42% 
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Post-War 
Period 
1919-20 
h Low 

104 76 
89 72 
107 82 

55% 27% 

59% 388% 

170% 109% 
70% 47 
14% 6% 








99% 
48 
15% 


New York Stock Exchange 


Last Div’d 
-—*—1921—_-—__ Sale $ per 
High Low Nov. 17 Share 
87% 76% 87% 6 
84% 75% 8414 5 
89% 77 385% 7 
42% 30% 37 oe 
54 47 51% 4 
119% 101 117% 10 
65% 46 58% ee 
9% 6% ™% 
20% 14 17 
$1 22 23% 
46% 32 387% 
71 60% 69 5 
35 225% 33 
81% 6834 81% 7 
69%, 56% 999°" 6 
52 
108%, 90 108% 9 
249 93 110% 6 
15% 138% 12% 
22% 16% 18% 
15% 11% 12% 
79% 60 73% 7 
98 85% 97% 7 
28% 18% 24% 
52% 45% 52% 4 
59% 47% 56 8% 
118 97 109 7 
14% 6% ™ 
3 % 1% 
5% 2% 3% 
23% 16 19% 
44% 38% 43% 
74% 64% 73% 5 
61% 39 58 5 
234%, 12% 18% 
23% 16 20% 2 
104% 88% 96%, 7 
884 61% 78% 7 
41% 32% 35% 2 
23% 15% 21% 
$2 23 2514 
891%, 60% 1% 4 
55 86% $42% 2 
57% 38% t42% 
25% 19% 22% 
30% 19% 221% 
41 28 $34% 
101 67% 79% 6 
24% 17% 19 
60 42 45% 
27% 16% 23 
124% 111 123% 10 
69% 62% 68% . 
9 7% 
241, 18 21 
15% 12% +13 
11% 8% 8% 
30% 17% 21 
70% 5614 +58 6 
11% 7% 
5514 34 48% 4 
94 83 194 7 
39%, 28% 35% a 
83 671 t82% 7 
65% 26% 33% ee 
84 51 61% 
51 24% 29% 
65% 29% 35 
4 23% 31% 
76% 89% 7 
115% 138 12 
108 $115 7 
15% 231% 
35% 48 
4% 5% 
© 11% 
40% 57% 
70 6 
21 37% 
33% 
73% 945, 6 
97% 108 7 
8% 4% ee 
4% 6% sia 
29% 40% oe 
63% 815, 7 
18 31% 3 
78 91 7 
47% 56 ee 
67% 84% 7 
8 31% 380% an 
91 68 64% 7 
112% 95 52 9 
129% 111% 125% 12 
127% 110 122% 12 
a2, 57 79% 7 
103 93 +102 7 
44% 31% 44% te 
76 18 82% ee 
44% 15% 24% i 
97% 62% 961, 7 
102% 95 71024 7 
@ = 41% 53% 5 
98% 87 +9214 7 
107% 98% 101% x 
71% 58% 70% 6 
49% 25 42%, 
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Active Stocks’ Price Range 


Pre-War 








Period Peried 
1909-13 1914-18 
High Low High Low 
INDUSTRIALS—Continued : 
95 45 81 29% 
16% 128 25% 
80 117% 94% 
55 26 
109%~—sis«iS 
ee 39% 1% 
6 74 31% 
- 4% 14% 
-» 9166 
114% 160% 112% 
7 50% 7 
61 118% 58% 
6% 109% 12% 
76% 24% 
*33 °38 
- 70% 25% 
15 39% 14% 
129% 187% 118 
25 °850 0 °74% 
ee 99% 72% 
15% 80% 19% 
° 738% %4116% #$=j.§1|™% 
Gt. Nor. Ore. ° 25% % 22% 
Haskell-Barker os 54% 27% 
Houston Oil ..... 8% 86 10 
Hupp Motors ee 11% 2% 
Inspiration ......sseeeeeees 18% 74% 14% 
Inter. Mer. Mar 2, 60% NS 
Do. B.  ccccccccccccece 12% 125% 8 
Inter, Nickel 135 57% 924% 
Inter. Paper ... 6% 75% 9% 
Invincible Oil .. ee ee ee 
Island sprinate ee six by 
Ke! r e ee 
~ P ee 101 72 
soe’ eccccce ee 4% 26 
Keystone Tire ee “ey Uu 
Lackawanna Steel .....-..+ 55% 28 107 26% 
Loews, Ind, ....eeeeeeeeees ee ee ee 
Loft, Ine, ..ccccesecscceess on os ee 
Mexican Pet, .....++eeess05 % 41% 129% 46% 
Miami Copper ...... 30% 12% =9% 16% 
Middle States Oil os os oe ee 
Midvale Steel . es 98% 89% 
Nat'l Lead .... 94 ay 4% «4% 
Nevada Re ee 80 13 34% 10% 
N. ¥. Air Brake .. 98 45 186 55% 
N.Y. Deck eucesecoeeseses 8 9% 
Nerth American ........+++ *87% 60 *81 *38% 
Deo. PLE, accccccsccseces ee ee ee 
Pacife Olh ..ccccccccccccess ee ee <a 
Pan Amer. Pet. oe 70% %5 
Be. B nccccccccces ee ee - 
Philadelphia Co, .... 59% 387 48% 21% 
Phillips Pet, ee ae - 
Pierce Arrow . 65 25 
De. Pd. ...00.. 109 88 
58% 87% 
88% 17% 
108% 69 
51 
148% 31% 
78% #«%19 
105% 175 
37 15 
96 18 
112% 472 
77 $1 
86 56 
67% 25% 
98% 19% 
*800 46 *355 
45% 21 
195 20 
119% 70 
96 30% 
21 11 
243 112 
82% 25 
178 105 
64% 5% 
ps 15 
44 
1184 91 
81% 20 
186% 938 
123 102 
180 48% 
60% 16 
1100 80 
Western pean alee 86% 105% 53% 
Westinghouse Mfg. ......... 45 4% 74% «32 
White Motors ......-+..++++ - 60 30 
Willys Overl’d ........++++. 75 *50 | °825 15 
Wilson & Co. ..... ecceevece sd ee “ay «4&2 
Woolworth ......0eeseseees 117% 76% 151 81% 





*Old stock. Bid price given where no sales made. 
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fost-War 
Period 
1919-20 
High Low 
86% 63 
1164 %0% 
114 80% 
67% 24% 
1414 58% 
29% ™ 
50% 16% 
42% «+18 
69 39% 
75% 9 
80 61% 
106% 71% 
105% 4 
109% 97 
278% 52% 
59% 16% 
605 21% 
55 10 
64% 12% 
160 32% 
176 )«=—s 118% 
42 12% 
95 6415 
94% 58% 
94 69 
93% 27 
109% 70 
52% 24% 
73% 4 
116% 65% 
231, 4% 
68% 28 
67% «860110% 
128% 
33% 11% 
91% 30% 
47% 19 
™ 4 
164 25% 
110% 75 
43 14% 
126% 18% 
107% 0 45 
38% 14% 
28 G3, 
264 148 
32% 14% 
71% 10% 
62%, 28% 
94% 68% 
21% 8 
145% 66 
70 16% 
°67 °67 
41% #35 
140% 6&7 
111% «664% 
43 30 
44% 26% 
99 15 
111 59 
4% 45 
118% +#2@=«58 
106 90% 
120 40 
61% 29% 
107% 68% 
112 92% 
27™ 10 
93% 30 
145 55% 
106% «684 
74% #£«=+10% 
128% 49% 
90% 383% 
4% 20 
89 43 
212 1424 
118% 100% 
118% 22% 
151 87% 
104% 76 
60 82 
17% 6y% 
57%)— 400 
195 22 
115 46 
62% 5% 
224% 157 
119% 45% 
91% 15 
167 56% 
148% «(58 
119% 95% 
78% 2% 
115% 76% 
117% 104% 
8™ *% 
97 28% 
2% 24% 
115% 88% 
92% 80% 
59% 4 
86 30% 
40% bt, 
104% 34% 
136% 100 


-—-—1921—-— 
High Low 
81 68%, 
43% 22% 
96 57% 
32% 23 
86 38% 
12% 9 
27%, 19% 
40% 19 
64 52 
12% 2% 
6 21 
94 77% 

59 

1094, 96 

107% 49 
26 5% 
33% 10% 
19% 8% 
20% 9% 
78% 39% 

138% 109% 
16% 93% 
72 62 
70% 6 
82 69 
44% 26% 
85 62% 
33% 25% 
80% 50% 
86 40% 
16% 10% 
37% 20% 
1% 7% 
63% 36 
17 11% 
73% 88% 
26 5% 

~% 862 

54% 48682 
70% 

24% 16 
17% 8% 

58% 382 

21% = 
12% ™% 

167% 84% 
24 15% 
15% 10 
33% 22 

% 67% 
18% 9 
89 47% 
39 20% 
43% 382% 
40 31% 
47% 27% 
79% 38% 
71% 34% 
35% 26% 
32% 16 
421, 9% 

21 
64% 52 
96 48 
04 80 
51% «4% 
37 21% 
91% 67 

109 98 
15 11 
39% 18 
73% 41% 
96%, 75% 
24% 6% 
69% 40 
49 80% 
28% 16% 
56 824 

179 124% 

113 105% 
46 25% 
93% 48% 

100 83 
48 26 
10% 6% 
47 29 
36% 15% 
72 46 
13 6 

207 95% 
62%, 46% 
27 8% 
4% 40% 
79% 4% 

108% 74 

5% 26 
86% 70% 

118% 105 
59% 941% 
41 % 
4214 % 

102% 57% 
94 76 
49% 38% 
44 29% 
10% 51% 
47 27%, 

126 105 


Last 
Sale 
Nov, 17 


Div'd 
$ per 
Share 
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@We endeavor to as- 
sure every one of our 
accounts not only a 
responsible, but a care- 
ful, personal investment 
service. 


@Inquiries concerning 
general market condi- 
tions and _ individual 
securities will receive 
prompt attention. 


q New accounts on a 
conservative marginal 
basis invited. 


@ Our bi-weekly finan- 
cial letter, describing 
general market condi- 
tions and specific 
stocks, forwarded regu- 
larly to interested 
clients. 


@ We are fully equipped 
to handle business by 
mail. 


Mc DONNELL & (CO 


120 BROADWAY 
NEW YORK 


York Stock Exchange 





Members New 




















FELLOWES 
DAVIS & CO. 


Established 1886 || 


Members 
New York Stock 
Exchange ' 








STOCKS AND 
BONDS 


for Investment 


62 BROADWAY 
NEW YORK 
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MILK 


and 


The BORDEN 
COMPANY 


O the Great Corporations 
7 willing to serve it, modern 

civilization offers an al- 
most unlimited field. The milk 
our children drink—the cream 
we use every morning—today 
are taken as a matter of course 
and without question. Today 
they are “necessities” and the 
milk train is given the same 
consideration as the “Mail” in 
times of strike and stress. 


The constantly mounting stand- 
ards of living are the direct re- 
sult of such “Nationally 
Known” corporations as_ the 
Borden Company. 


Success—National and Local— 
with resulting profit to their 
stockholders, has been the re- 
ward. Their Common Stock 
has paid 8%, with occasional 
extras, since 1902, and the 


Preferred its 6% since 1899. 


Write for folder BW covering the 
investment position of these 
securities. 


Tobey & Kirk 


ESTABLISHED 1873 


Members { New York Stock Exchange 
of Chicago Stock Exchange 


25 Broap St.,New YorK 
208 So. La Salle St., Chicago 


Direct Private Wires to 


Detroit 
Cleveland 


Chicago 
Pittsburgh 














DISARMAMENT A STEP—NOT 
A SOLUTION 


(Continued from page 79.) 











Bank of Philadelphia said: “America can 
better afford to cancel the debts owed this 
nation by the countries of Europe than 
force them into bankruptcy through pay- 
ment.” ,; 

But such a course would be the first 
steps toward repudiation which should not 
be encouraged. A plan of international co- 
operation should be worked out which, 
by enabling European nations to establish 
themselves once more on a sound eco- 
nomic and financial foundation, might en- 
able them sooner or later to repay their 
debts with interest. If this is not an aim 
of the conference it should be. If that 
conference, with all the best technical and 
expert aid at its command, can not formu- 
late such a plan, the hope of permanent 
national prosperity will vanish. And in 
the end—chaos! 


The Real Monetary Standard 


The abolition of the gold standard, 
which has been suggested, will not save 
Europe. The printing press has ruined 
Austria and Russia and is fast bringing 
Germany to a similar condition. 

Notwithstanding these ghastly examples 
staring the financial world in the face, 
London and Paris have come to the con- 
clusion that the accumulation of the bulk 
of the world’s monetary supply of gold in 
the United States has created a situation 
which may lead to the abandonment of the 
gold standard. 

The most recent exponent of this view 
is Prof. Gustav Cassel, who claims that 
the salvation of Europe depends upon the 
United States redistributing her monetary 
gold through compensatory foreign invest- 
ments. There is some justification for 
this contention. It will be urged upon the 
conference without doubt that, if Ameri- 
can gold is not generously utilized in re- 
habilitating European finance, it will be 
necessary for European nations to resort 
to some other standard. 

Well, what shall that standard be? The 
world has been seeking one for centuries, 
but has failed to find it. Economic al- 
chemists ransacked the records of human 
experience, but no better standard has ever 
been suggested. Communistic dreamers 
set the printing presses running night and 
day and so-called .“money” became well- 
nigh worthless. There is little danger that 
the conference will waste time in seeking a 
new monetary standard. The world will 
not go far astray if it stick to the formula 
—Gold and goods as the basis of 
stabilized exchange! Any other course 
leads toward repudiation, the loss of credit, 
and commercial stagnation, 


A Real Issue—The Penalty of War 


Here, then, we have in outline the really 
practical aims of the armaments confer- 
ence. Escape them we can not. The prob- 
lem of the limitation of armaments is in- 
significant compared with these great issues 
which touch the very existence of civiliza- 
tion itself. 

Suppose, as has been suggested, that the 
nations of the world should scrap their 
battleships, submarines, and armaments of 


all descriptions and build no more, would 
that solve the problems here presented? 
By no means. The annual cost of their 
construction is as nothing compared with 
their* cost of operation after construction. 
The maintenance of armies and navies— 
the men who fight rather than the instru- 
ments of war—is one of the real problems 
of the limitation of armaments because of 
its broad economic ramifications. And 
yet the whole cost—construction and main- 
tenance—is only a small part of the ex- 
penditures of government. 

Take our own government expenditures 
for example. Of a total of nearly 
$3,100,000,000 estimated war expenditures 
for 1922, only $937,225,000, or less than 
one-third, is to be used -for the construc- 
tion of all armaments, the maintenance of 
their efficiency, and the pay of the per- 
sonnel, The same is proportionately true 
of all other nations. Great burdens have 
been inherited for a long time to come— 
the payment of pensions, interest on public 
debts, the restoration and training of the 
injured, the reconstruction of destroyed 
properties. These are the burdens which 
can not be scrapped or repudiated. These 
are the penalties of war! 

Oh, yes; perhaps the time is at hand 
when the nations of the earth will learn 
war no more. Perhaps they are pre- 
paring to beat their swords into plough- 
shares and their spears into pruning- 
hooks. Perhaps they have learned that 
war is all loss and no gain—loss of life, 
of property, of credit and of prosperity. 
But we can not escape the results of 
the last great and awful war. They 
hang over the nations of the earth, a 
menace threatening the very bulwarks 
of civilization. The representatives of 
the nations now in conference assem- 
bled know that one more such war as 
the world has passed through and civil- 
ization is doomed. The task of that 
conference is to save civilization from 
disintegration—economic, financial and 
political. 

The burdens of war are upon us. The 
problems here presented are those with 
which all civilized nations are con- 
fronted. They are the direct and last- 
ing fruitage of war, the unchecked 
license of militarism, the crying evil of 
our civilization. Yes, the world is reap- 
ing what it has sowed—the fruits of 
war cursed of God and men. It has 
wrecked empires, shaken democracies 
to their foundation, brought civilization 
to the brink of chaos. It has shackled 
the nations of the earth with debts 
amounting to $210,000,000,000; it has 
burdened society unto the third and 
fourth generation with millions of 
maimed pensioners; it has caused the 
slaughter of 10,000,000 innocent beings, 
the flower of the manhood of the 
human race. In Europe, Asia, Africa 
and America, in the far isles of the sea 
—wherever civilization has spread its 
sails and taken possession, there we 
find the inevitable fruits of war—a 
harvest of bloodshed, destruction of 
property, overwhelming debt, economic 
upheaval, unstabilized exchange. Civili- 
zation trembles in the balance. Society 
stands on the brink of an appalling 
chasm! 

To solve these practical problems is the 
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task of the conference. A hopeful 

rid is anxiously awaiting the success- 
{yl termination of its labors. May it 
formulate plans which will conserve our 
-jlization and make the pathway smooth 
the future permanent peace, prosperity 
happiness of all nations on the earth! 








ANSWERS TO INQUIRIES 
(Continued from page 114.) 








iider has almost as much to gain by 
inuing to stand by his Liberty Bonds 
y switching to others. 
ere are many people who insist upon 
igher yield on their money and for 
» we would say that there are a num- 
of “gilt-edge” bonds selling in small 
large denominations regularly listed in 
jond Buyers’ Guide in every issue of 
& MAGAZINE OF WALL Street. You 
Id exchange a part of your holdings 
such bonds as: 
* Recently 
Selling at Yielding 
ithern Pacific Ist rfd. 
; 1955 78% 
nternat’l Paper 5s 82 
merican Tel, 5s 1946... 
veland, Cincinnati, Chi- 
cago & St. Louis deb. 
4%s 1931 9% 
Computing Tabulating & 
Recording 6s 1941 .... 80 
S. Rubber 5s 1947.... 79% 6.6 
The four most attractive stocks at pres- 
nt would be about as follows: U. S. 
Steel around $80 paying $5; Am. Tele- 
phone around 108 paying $9; Union Pacific 
around 118 paying $10, and Con. Gas 
ind 90 paying $7. 





MEXICAN PETROLEUM 
What Is This Stock Worth? 


ave been reading various newspaper reports 
» the value of Mexican Petroleum common 
would like to hear your view of the situa- 

I purchased some of this stock on the 
break below 100 and would itke to know 
ther you consider that I can hold this for 
anent investment in spite of the recent 
es which might be speculative and not due 
my improvement in its investment position, 
T. D. 


We hesitate to give a decided opinion as 
to the worth of Mexican Petroleum com- 
non stock at the present time. There is a 
it difference in opinion among experts 
to the probable life of this company’s 
perty. There is much to be said on 
th sides of this question. Mexican Pe- 
troleum undoubtedly holds an enormous 
eage of reserve oil lands in Mexico in 
tricts which have not yet been touched 
salt water. Certain sections have been 
olutely ruined by salt water and no one 
1 tell definitely whether the undeveloped 
sections will go to salt water quickly or 
The opinion of several people whose 
lgment we highly respect, however, has 
n to the effect that Mexican Petroleum 
uld get a good many years’ production 
t of its reserve acreage; another point 
consider is that, with many fields ruined, 
the export of oil from Mexico will be less 
and that will mean higher prices for Mexi- 
n crude. Mexican Petroleum therefore, 
may be able to make a larger profit even if 
output is small. The company showed 
$17 a share earned on its stock for the six 
(Continued on page 134.) 
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EXTERNAL FOREIGN 
BONDS 


Payable in Sterling 


TIPMBL LTVewe et 


rrr 


We are purchasing abroad and distributing in 
the United States the external sterling loans of 
Argentine, Brazil, Norway, Denmark, Chile, 
Japan and other countries of high credit stand- 
ing. 


We are in constant communication by cable 
with our correspondents in London, Paris, Am- 
sterdam, Antwerp, Brussels, Buenos Aires and 
other foreign markets and can furnish quota- 
tions on issues listed on European Exchanges. 


Inquiries Solicited 


Paine, Webber & Company 


Established 1880 


Bond Department 


BOSTON 
82 Devonshire St. 


NEW YORK 
25 Broad St. 


CHICAGO 
209 La Salle St. 


PHILADELPHIA 
ALBANY 
HARTFORD 
MILWAUKEE 


WORCESTER 

SPRINGFIELD 
PROVIDENCE 
DETROIT 


MINNEAPOLIS 
ST. PAUL 
DULUTH 
GRAND RAPIDS 
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A complete analysis of 


COLUMBIA MOTORS 
CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OF CANADA REO MOTOR CARS 
Will be sent on request. The above companies’ stocks are all actively traded in 


on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


Members Detroit Stock Exchange 
DIME BANK BUILDING DETROIT 























Foreign Government 


and Municipal 


If you are interested in the 
bonds of any of the following 
countries, we shall be glad to 
send you information covering 


—description of security 
—interest and maturity dates 
—denominations 
—redemption values, etc. 


France Italy 

Gt. Britain Nerway 
Greece Sweden 
Holland So. America 


Ask for Circular M. W. 401 


HUTH & CO. 
30 Pine Street New York 


Telephone John 6214 











NEW ISSUE 


$400,000 


City of St. Boniface 
Manitoba 


6% Fifteen-Year Gold Bonds 


Principal and Semi-annual Interest pay- 
able in New York City, in United 
States Gold Coin 
Subject to legal opinion of E. G. Long, 
Esq., Toronto 


FINANCIAL STATEMENT 


Assessed Value Taxable Prop- 
$15,472,720 
(including this 


ue 
Less; Water Debt 
Sinking Fund 
Net Bonded Debt 
Municipality’s Assets 
Population - 13,816 
These Bonds are the direct obliga- 
tion of the City of St. Boniface, which 
City bears the same relative position to 
Winnipeg as Brooklyn does to New 
York. St. Boniface is within the Greater 
Winnipeg Water District and is con- 
nected with Winnipeg by several bridges, 
the Winnipeg Street Railway, etc. 


Price 9514 and Interest, 
Yielding 6.50% 


Further particulars and circular upon 
requesting MW.-25 


ELL 


Ground Floor, Singer Building 
89 Liberty St. New York City 











TRADE TENDENCIES 


(Continued from page 119) 








pect, many consumers have prepared for 
the situation by adding regularly to their 
surplus stocks. In the outcome of a strike, 
therefore, there is likely to be a sudden 
rush fér coal which temporarily may have 
a great effect on prices. 

Owing to the holidays in the first two 
weeks of November and to the “outlaw” 
strike in the central fields, production fell 
off about 15%. Undoubtedly another fac- 
tor in the decline of production was the 
falling off in demand which came about 
when it was evident that there would be 
no railroad strike. Anthracite production 
has been somewhat lower on account of 
the holidays, but demand is good and 
prices are firm. 

In the soft coal market, prices are about 
steady. Under present conditions there is 
not much likelihood of a change in price 
in either direction. Viewed broadly the 
coal situation is improving as industrial 
conditions are proceeding back to normal. 
General activity in industry must inevit- 
ably exert a beneficial effect on the coal 
industry. 





ZINC 











Prices Slowly Rising 


The zinc market is at a rather interest- 
ing stage at the present, and underlying 
conditions are heading this market for a 
substantial recovery within the next few 
months. While prices are now consider- 
ably lower than those at the beginning of 
the year, since July they have been steadily 
climbing in small fractions. Thus St. 
Louis prices in July were 4.27 cents a 
pound, but have since risen to the current 
price of 4.72 cents. 

The most important fact in connection 
with the zinc (spelter) industry is that 
stocks on hand are at an abnormally high 
volume. Thus whereas the surplus Janu- 
ary, 1920, was 40,311 tons (see graph), at 
the end of September this year it stood at 
76,000 tons. On the other hand, it will be 
noticed that the trend has been downward 
in the past few months and that stocks on 
hand have shown a monthly decline since 
June, indicating the slowly increasing rate 
of consumption, 


Viewed broadly, the zinc surplus has in- 
creased at a more rapid rate than con- 
sumption. Thus since 1913 consumption 
has increased (excepting the purely war- 
years) only about 9%, whereas the sur- 
plus in that period has increased about 
50%. Obviously the rate of consumpti 
will have to increase more rapidly in ord: 
to assure a stronger statistical foundatic 

The most important use of zinc is 
galvanizing iron; probably 6$% of tie 
entire output is used for this purpo 
Under the circumstances, the relation b.- 
tween zinc and galvanized iron is a clc 
one. Recently the demand for this produ:t 
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Thousands-of Short-Tons:- 





has increased and a larger business is ex 
pected in this department, with the resu 
that zinc should benefit. A considerab! 
amount of zinc goes into the manufactur 
of brass. Inasmuch as the brass interest 
have been much more active in the market 
and are likely to increase their demand 
before the end of winter, zinc shoul 
again profit from this source. Zinc is als 
used for a number of household purposes 
and with the increase in building now i: 
evidence another source of demand is i: 
a position to be tapped. 

The net result from these three mai: 
sources of demand and others should be 








MARKET 


N.Y.Times Dow, Jones Avgs. -—50 Stocks——~ 


40 Bonds 20 Indus. 


Monday, Nov. 7 72.69 74.50 
Tuesday, Nov. 8 

Wednesday, Nov. 9...... 72.85 
Thursday, Nov. 10 72.83 
Friday, Nov. 11 

Saturday, Nov. 12 

Monday, Nov. 14 

Tuesday, Nov. 15........ 
Wednesday, Nov. 16.... 
Thursday, Nov. 17...... 
Friday, Nov. 1 

Saturday, Nov. 19 


76.46 
75.50 
75.80 
77.13 
77.07 
76.94 
77.06 


HOLIDAY. 
75.75 


75.61 
HOLIDAY. 


STATISTICS 


N. Y. Times 


Sales 
292,000 


850,626 
773,186 


20 Rails 
72.70 


72.70 
73.51 


73.51 
72.92 
73.25 
74.08 
74.20 
74.48 
74.58 


High Low 
65.50 64.84 


66.76 65.22 
66.96 66.12 


66.63 66.23 
66.81 
66.33 
67.22 
62.52 
67.45 
67.43 
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more or less favorable to the industry. 
Prices are considerably below the pre- 
ar average when quotations ranged 
,zround 5.80 cents a pound, and it may be 
resumed that the recent uplift in prices 
the beginning of a slow but regular ad- 
yauce that-will carry the price level some- 
where near its former range. 





SHIPPING 











nderlying Conditions More Favorable 


While the shipping industry is still in 
slough of despond and while there are 
indications that the early future will 
ord relief, it is important to realize that 
lerlying conditions are slowly shaping 
emselves for a rejuvenation of this 
ghly important industry. Closely paral- 
leling the decline in world-prices, ship- 
ping rates have dropped steadily for a 
period of almost two years, In fact they 
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1920 = 100 


EAN RATES BETWEEN U.5 
ATLANTIC PORTS & UNITED 
KINGDOM. 
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have dropped further than commodity 
rices, which can be seen from the fact 
hat since January, 1920, commodity prices 
throighout the world have dropped on 
he average about 50%, whereas shipping 
ates in the same period have dropped 
ibout 65%. Under these circumstances, 
vith present world traffic at about 70% 

f that in the year before, it is apparent 
that the shipping lines have had to face 
‘ery severe difficulties. In fact, many of 
these lines have persistently piled up 
deficits during most of the past two years 
and in a number of instances, bankruptcy 
and the receiver’s court has been the in- 
‘vitable result. 

There are, however, two factors which 
should gradually restore this industry to 
its former eminent position. One of these 
is that world trade is slowly beginning to 
revive. The other is that a considerable 
part of the present tonnage has been ren- 
dered obsolete by new methods of oper- 
ation and shipbuilding, and must, there- 
fore, be scrapped in favor of the moré 
modern ships. Certainly the older ves- 
sels cannot compete favorably with the 
modern type, especially those which are 
of the oil-burning type. Probably 30% 
of the existing fleet of 1,400 vessels be- 
longing to the Shipping Board are obso- 
lete so far as ordinary commerce is con- 
cerned, and the same is undoubtedly true 
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IDDER, PEABODY & Co. 


18 BROAD STREET 115 DEVONSHIRE STREET 
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of other important aggregations of ocean- 
going vessels. The net result, of course, 
is to greatly reduce the number of efficient 
vessels, thereby in fact improving the “sta- 
tistical” position of the industry. In the 
circumstances, it will be found after the 
world-trade revival really gets under way 
that the number of efficient ships available 
for service will not be sufficient to cover 
the demand. 

Lately there have been a few instances 
of increase in ocean rates. The position is 
very slowly turning in favor of the own- 
ers of vessels. Considering the unprece- 
dented severity of the depression through 
which the shipping interests have gone, 
it is too much to expect very much more 
of a prolongation of this situation. 

These columns have been “bearish” 
on the shipping industry for nearly two 
years, during which period their atti- 
tude has been thoroughly justified. The 
situation now gives appearances of 
changing and a drastically “bearish” 
attitude is no longer justifiable. 





CHAIN STORES 








Conditions Gradually Improving 

Improvement in retail trade is indicated 
by latest statistics concerning the largest 
mail order houses. Sales reports of 
these firms show that conditions during 
September and October have been favor- 
able and that under the impetus of holiday 
buying, conditions should be even more 
satisfactory during the balance of the year. 

This situation is mainly due to the fact 
that the farming population has begun to 
realize on the crops and that funds re- 
ceived thereby are flowing to the mail 
order houses and other distributors for 
the purchase of needed household goods 
and other items. Inasmuch as the poor 
results of these concerns during the early 
part of the year have been due mostly to 
the inability of the farmer to buy, his re- 
entrance into the market on a large scale 
is of considerable significance. 

Sears-Roebuck, the largest mail-order 
house, during October showed a gain in 
sales of 17.3% over September, with sales 
aggregating about $17,300,000 against 
$14,800,000 the previous month. Mont- 
gomery Ward, the nearest competitor, 
showed a 21% gain during this period with 
sales of $7,600,000 in October against 
$6,400,000. On the other hand, these vol- 
umes were about 12% below the October 
returns of 1920, the difference, of course, 
being due to the lower prices now obtain- 
ing. Further analysis would indicate that 
while the volume of sales in dollars is 
now smaller than last year, the actual 
volume in amount of goods sold is higher, 
indicating that liquidation of stocks is pro- 
ceeding on a very satisfactory scale. This, 
however, is a rather recent development, 
and it is practically impossible that the 
good results of the last four months of the 
year will offset the poor results of the 
first two-thirds of the year. Undoubtedly 
the earnings statements of these two com- 


panies will be inferior to those given out 
last year. 

The chain stores—particularly the five- 
and-ten-cent organizations—are in a some- 
what different position. These stores 
profited greatly all through the year by the 
wave of economy which hit the countr 
Thus Woolworth sales during the first ten 
months of the year amounted to $110- 
300,000, an increase of 3.18% over 192) 
At the same time Kresge sales amounted 
to $42,000,000, an increase of 8.6% over 
1920 figures. 

It is most probable that results for these 
concerns will be ever better during tl 
November and December months of 192 
The Kresge Company has recently ‘de 
clared a stock dividend ‘of 54%, indicatir 
the prosperity of this company. 





TOBACCO INDUSTRY 
(Continued from page 100.) 











Offsetting Features 
While some of the large tobacco con- 
cerns, manufacturing and distributing, 
particularly the latter, face a period 
where earnings will probably be at a 
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somewhat lower rate, for a period of a 
few months at least, than was true last 
year, it is important to remember that 
these companies have piled up very 
large earnings during the past few 
years and are remarkably well prepared, 
as a rule, to meet the changing con- 
ditions. 

Controlling the majority of the country’s 
tobacco business, and with very extensive 
foreign connections, these larger companies 
are in an exceptionally good position with 
regard to trade prestige. 

Undoubtedly several of these companies, 
at least, will show a smaller rate of earn- 
ings this year and possibly this may result 
in changes with regard to dividends. This, 
however, will be taken up in the discus- 
sion on each individual company. The 
most important of the tobacco concerns 
whose shares are listed on the New York 
Stock Exchange are analyzed in pages 101, 
102, 103, 104. They consist of the follow- 
ing: American Tobacco, American Su- 
matra, United Retail Stores and Tobacco 
Products. : 
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New Issue 





$4,000,000 
Charcoal Iron Company of America 
8% Ten-Year (Closed) First Mortgage Gold Bonds 


Dated November 1, 1921 


S>2mi-annual interest (May 1 and November 1) payable in gold at t:e Bankers Trust Company, New York City. 
Int<rost payable without deduction for any normal income tax deductible 


terable as to principal only. Denominations $500 and $1,000. 
at the source, in so far as it is lawful, not in excess of two per cent. 
from all taxation in the State of Michigan. 





BUSINESS: Charcoal Iron Company of America is the 
largest producer of charcoal iron in the United States, 





BANKERS TRUST COMPANY, NEW YORK, Trustee 


For information regarding these bonds, we refer to a letter of Mr. Frank W. Blair, President of the Company, from which 
he summarizes as follows 





Due November 1, 1931 


Coupon bonds regis- 


The Company will remit the Pennsylvania four mills tax. Exempt 








$1,321,475.13 or over FOUR TIMES THE MAXIMUM 
INTEREST REQUIREMENTS ON THESE FIRST MORT- 








which product is required in the manufacture of auto- 
mobile cylinders, and all kinds of superior castings and 
machinery. 


The Company is the largest producer of wood alcohol in 
the United States. It is a by-product, resulting from 
operations, and is therefore produced at minimum costs. 
The Company is the largest prod of tate of lime 
in the United States. This is the base from which acetic 
acid is derived, and is used in the textile industry and 
the manufacture of drugs, dyes, white lead, etc. 

















The iron products are distributed through the firm of 
Rogers, Brown & Co.; the entire output of wood alcohol 
is taken by the United States Industrial Alcohol] Com- 
pany and its subsidiaries; and the production of acetate 
of lime is taken by Wm. S. Gray & Company. The 
lumber produced is sold direct to the trade. 


PROPERTY: The Company owns in fee hardwood 
timberlands particularly suitable for the purpose of its 
business, totalling over 190,000 acres in northern 
Michigan, also a 21-year lease on a large ore body in 
Gogebic County, Michigan. Other property of the Com- 
pany consists of standard gauge railroads, boats, 


docks, etc. 


EARNINGS: The net earnings of the Company which 
are available for the purposes of this first mortgage issue 
prior to Federal Taxes and reserves for depletion of 
forests and depreciation of properties for the five 
fiscal years ending December 31. 1920. have averaged 


GAGE BONDS. Likewise the net earnings available for 
the fiscal year ending December 31, 1920, were $882,- 
703.38. Present business conditions, which are steadily 
improving, with contracts on the books, excluding cur- 
rent orders, amounting to over $3,175,000, at present 
manufacturing costs, should show a profit from opera- 


tion of over $780,000. 


ASSETS: The Company's hardwood timberlands and ore 
lease are valued at $4,651,000 by expert appraisers. In 
addition, the value of the chemical plants and furnaces 
has been placed at $7,600,000, which, along with cur- 
rent assets, makes a- total of $14,544,349.35, or more 
than 334 times total issue of these first mortgage bonds. 


The total current assets, after this financing, as certified 
by Price, Waterhouse & Co., are $3,059,831.03, of 
which amount $483,076.85 is in cash, while the total 
current liabilities are only $172,727.65, thus showing a 
ratio of 17 to |. 


MANAGEMENT: Management of the Company is in the 
hands of experienced and efficient men. The close con- 
nection between the Company and the United States 
Industrial Alcohol Co., Rogers, Brown & Co., and Wm. 
S. Gray & Co., brings to it the added benefit of their 
knowledge of the proper distribution of the Company's 


products. 

PURPOSE: The purpose of this issue is to retire all out- 
standing indebtedness, current and fixed, and to provide 
additional working capital. 





newspaper of general circulation. 


SINKING FUND 
Provision is made that $100,000 par value of these bonds MUST BE CALLED for sinking fund purposes, upon 
each interest payment date, upon thirty days’ published notice in a Detroit, a New York City and a Chicago 
ON A 6% INTEREST BASIS for the unexpired life of bonds, which is 
equivalent to over ONE HUNDRED AND FOURTEEN for the year 1922, graduating to ONE HUNDRED 


. 








AND ONE for the year 1931. 





The numbers of the bonds to be so redeemed shall be drawn by the Trustee. 











Price 981, and interest, to yield about 8.25% 


. 
Offered when, as and if tssued and received by us and subject to approval of counsel. It is expected that definitive bonds 


will be ready for delivery on or about December 8, 1921 


P. W. Chapman & Co. 


Incorporated 
115 Broadway, New York 
112 So. La Salle St., Chicago 





Union Trust Company Harvey Fisk & Sons 


Detroit 


Incorporated 
32 Nassau St., New York 
Il E. 45th St.. New York 


The statements contained herein are not guaranteed, but are obtained from sources which we believe to be reliable and upon which our purchase of this issue has been based. 
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There is now a way to Save on a sys- 
tematic basis and invest your savings 
in Farm Mortgage Gold Bonds. This 
new plan enables you to earn the full 
7 per cent on your savings. 


The True Story of Plain Tom Hodge 


is the story of a poor immigrant who 
came to America 18 years ago and is 
now wealthy through systematic sav- 
ing and investing. It tells you all about 
the plan. It will show you how you 
can save and invest on a more profit- 
able basis—how you can immediately 
begin to enjoy new advantages and 
become financially independent. The 
Tom Hodge book will reveal to you 
a new opportunity and a new future. 
Ask for a FREE copy today 


George M. Forman & Company 
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165F West Monroe Street, Chicago 
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ANGLING FOR BACK DIVIDENDS 
(Continued from page 107.) 








though Wall Street decided the question in 
1919 by putting the stock at 14234, and 
speculators recapitalized the company— 
which imaginary piece of financing was 
never confirmed by stockholders. It has 
never paid dividends on the common stock, 
which latter, by the way, might be worth 
“an equity” but not any real money. Hide 
preferred is not on a dividend basis, and 
was only in the regular 7% class—where 
it belongs theoretically—during the war. 
There were dreary intervals since organi- 
zation that stretched through a generation 
when nothing was paid on either class of 
stock, and with the passing of the preferred 
dividend in February this year, it looks as 
if the pruning knife is going to work in 
real earnest until the leather business gets 
to normal—and a bit beyond. It does not 
look like good business to the writer to 
jog along with a large unfunded current 
indebtedness that approaches the $10,000,000 
mark. Perhaps directors are waiting for 


the good old times of a 5% coupon to 
do something—and perhaps they are not. 
Who knows? The preferred stock looks 
ridiculously cheap at 50 as a 7% cumu- 
lative issue that has first call on assets, 
earnings and dividends; but it might prove 
an expensive luxury to carry along with- 
out a return for a considerable time. It 
is sure to have some violent ups and 
downs, and be a real speculative leader 
when the time comes, and would recom- 
mend that those who like “action” watch 
it closely. It obviously cannot be recom- 
mended to the investor who can put his 
money into Kansas City Southern pre- 
ferred or Col. Southern Ist preferred at 
the same price and get a $4 dividend and 
8% return without losing any sleep. 

As a speculation Hide Preferred can be 
favorably recommended for a long pull, but 
is obviously not an investment, not likely 
to give a return for a long while. 
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PHOSPHATE ROCK PLANT AT MULBERRY, FLA. 


International Agricultura! 


No Mystery Attached to Company’s Business—Funded Debt Small 
—Preferred May Prove Decidedly Cheap 


N order to conserve cash resources,” 

the chief accountant of IG paged 

the president on a warm summer day 
in 1921 and communicated the discovery 
that the only way to save money was— 
not to pay it. So the International Agri- 
cultural Corporation, on June 9, 1921, 
passed its preferred dividend, at which 
time it also adopted the national corporate 
slogan—conserve and sit tight. 

There is no mystery attached to IG’s 
business, and easy to find out when it is 
prosperous, and when it is “otherwise.” 
Watch theefarmers. If they are buying 
autos, phonographs, and player pianos, 
and Sears Roebuck is doing a land office 
business, you can rest assured that the 
big fertilizer company is also doing its bit. 
When the farmer is prosperous this com- 
pany is bound to make money. If condi- 
tions were only normal, the farmer would 
still be bound to spend a large portion of 
his working capital—either actual or bor- 
rowed—on the company’s product; and 
the tendency to use more and more fer- 
tilizer is improving. It is for this reason 
that the writer does not expect recurrences 
of the poor years of 1913, 1914 and 1915. 


The ability to fertilize heavily came in 
the war years; the necessities of war for 
more and more production taught a valu- 
able lesson that is likely to benefit the 
farmer and fertilizer companies alike, once 
they bridge the 1920-1921 depression. 

In the case of International Agricultural 
preferred, the arrears were 46%4% on Sep- 
tember 30, 1921, and the full rate was 
neither maintained nor paid during the 
war. Since organization the company paid 
three successive 7% dividends (1910 to 
1912), irregular rates lower than 7% there- 
after, and a 5% basis in 1919, 1920 and the 
first half of 1921. Nothing whatever has 
been disbursed on the common stock al- 
though substantial earnings were shown 
for that issue, totaling about $62 a share 
during the war period alone. In addition 
a further $14 was “shown” but not paid 
in previous years, so that—theoretically at 
least—about $76 a share on the common 
has been turned back into the. business. 

In round figures about $7,000,000 has 
been put back since organization, which is 
about equal to the par value of the com- 
mon stock now outstanding. It is rather 
significant that an average of $9 per share 
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was earned on the preferred in the aggre- 
gite and on the average during the past 
ten years, so that on the whole, if condi- 
tions had permitted, a 5% could have been 
paid and maintained out of surplus where 
necessary. After deducting all arrears on 
e preferred issue, and liquidating the 
c mpany—on paper—there would be left 
a-sets totaling about $90 a share available 
fr the common. Earning power, however, 
the thing that counts, and a not too 
timistic view is justifiable in view of 
t.e somewhat irregular record, and the 
ry lean showing made by the company in 
> 1913-1915 years. Funded debt is rela- 
ely small, totaling only about $9,500,000 
at the present time, which consists of the 
st 5s due 1932, listed on the N. Y. Stock 
’ xchange—which bond, by the way, looks 


quite attractive, with good earnings shown 
for this issue almost consistently. It sells 
around 73 to yield about 814% if held to 
maturity. 

The preferred stock under notice sells 
around 37—a full 20 points under the high 
for 1921. It sold as high as 88 and 91% 
within the past two years. Disregarding 
entirely the question of arrears, it seems 
within the bounds of near possibility that 
when the turn in business comes the com- 
pany can earn sufficient to restore a rate 
of 5% on this stock, in which event it 
would be decidedly cheap. The fact that 
it did not do much along the lines of re- 
funding its arrears during the war is not 
significant after the lessons of 1913-1915, 
and the company is in a much stronger 
position in consequence. 





American Writing Paper 
in Arrears Almost 149% on Preferred—Company “Hopefully Cap- 
italized”—Preferred Shares Pure Speculation 


be in arrears to the extent of about 
149% on its preferred stock, and with 
iat issue selling at 24, the company need 
nly pay off a percentage of its arrears to 
sive the present buyer a handsome: oppor- 
tunity to get something for far less than 
iothing. The arrears do not seem to be 
causing the company any worry, and its 
ntentions were plainly shown during the 
veriod of war prosperity when it might 
ave paid some sort of regular rate during 
1 period of relatively high earnings, but 
1 fact paid nothing. In normal times the 
mpany has touched the vanishing point 
luring many a year when it could just 
over interest requirements and show noth- 
g, or merely “nominal” earnings for its 
referred. During ten years its common 
stock has been in the earning class three 
mes, which is set off by three more years 
f deficits and four years of “breaking 
ven.” The war record—not likely to be 
luplicated—showed an average of $9 on 
he preferred and nearly $6 on the com- 
non. With 125,000 shares of preferred and 
nly 95,000 common (par of both $100) 
utstanding, the latter’s only value is vot- 
ng power. The common has never been 
isted and sells at 334 on the N. Y. Curb. 
t does not seem to be worth that price ex- 
cept as a speculation, due principally to 
mall supply. 
The company has $9,293,000 6%-7% 
onds due 1939 outstanding. The 6% rate 


B' the end of 1921 this company will 


will become operative when peace is offi- 
cially proclaimed with Germany—a rather 
novel het with holders. They now sell at 
80, having advanced from 67 this year, and 
a full 8 points last week. These bonds rep- 
resent what should have been the normal 
capitalization of the company and look safe 
for a 6% rate till maturity. I have said 
enough to show that the company has been 
hopefully capitalized, and the forthcoming 
years* may be a process of “plowing in” 
and backing up the status of the preferred. 
The company is about earning its fixed 
charges this year, and little or nothing is 
expected to be shown for the preferred. 
With its real earnings gained between 1916 
and 1920, and nothing whatever disbursed 
on either class of stock during that time, 
the company has a real surplus, a comfort- 
able cash position, and much “water” 
squeezed out of its stock issues. 

The preferred stock is, obviously, just a 
speculation, and no great hopes need be 
attached to its impossible arrears. If hope 
is centered on the possibility of an arrange- 
ment to reduce the 7% cumulative rate to 
a 4% rate, such a hope would be justifiable. 
If that dividend be started, the stock would 
be cheap around 24. 

The preferred stock has undeniable but 
rather long range possibilities, and price 
improvement would naturally be shown in 
markets that discount better business a 
year or so ahead—regardless of arrears or 
regular dividends. 
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Our Monthly 
Railroad 
Bulletin 


gives recent information on the 
railroad situation as well as 
statistical data regarded as 
necessary by shrewd railroad 
investors. In view of the re- 
cent move of some railroads to 
better their earnings, our latest 
bulletin should prove of espe- 
cial value. It will be sent 
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The Partial 
Payment Plan 





Missouri Pacific 
Reviewed in Previous Issue—Preferred Shares Suited to Those Sat- 
isfied With a Speculative Position 


of buying securities is recog- 
nized as being the most con- 
venient and helpful method of 


HAVE selected only one rail stock in 
the class mentioned, because it seems 

to have the best claim to consideration 

at this time. Missouri Pacific’s position 
was fully covered in THE MAGAZINE OF 
Watt Street, page 22, last issue, and a 
brief summary of the situation will suffice. 
The preferred stock sells at 43, a gain 
of 11% points from the low of this year, 
although still at a low level by compari- 
son with prices of 1920 and 1919. This 
is a 5% cumulative preferred stock with 
arrears commencing from June 30, 1918. It 
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is also convertible into the common stock 
on a parity basis, but as the common has 
never sold above 40, and is unlikely to be 
on a 5% basis for many years, the privi- 
lege has a negligible value. The predeces- 
sor company paid dividends at the rate of 
5% from 1903 to 1907 on the old stock that 
was exchanged by assessment of $50 a 
share for 50% in refunding 4s and 100% 
of the present common stock. 

The present preferred may, for practical 
purposes, be considered as having replaced 
the former issue. The article above re- 


7 Wall Street 


acquiring good dividend-paying 
securities on easy payments. 
We are equipped to execute 
orders for full or odd lots of 
stocks on Our Partial Payment 
Plan or on conservative margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
New York 





ferred to ve..tures te opinion that fixed 
charges should be earned “under almost 
any circumstances,” which means that 
earnings wiil next be available for pre- 
ferred stock dividends, but not necessarily 
: payable. 
RS This preferred stock, not returning an jn 
NON CA NDS S@ = §=come, does not look cheap at 43 for invest 
= LLABLE BO 24 ment, but the company has more than a 
im 6s bare chance of paying off its arrears ulti 
” r /, . — te mately, and a buyer at present levels 
With continued improvement in credit conditions would really pay about 28 for his stock 


advantage will probably be taken of the callable plus interest at 67 on 43 till dividends ar 
inaugurated. Anyone satished to take 


privilege attached to many bonds now outstanding. BH = speculative position—not necessarily risk 
; 3 6 and hold for two or three years, shoul 
Non-callable bonds purchased at present prices a be rewarded by buying the stock. 


assures prevailing high rates until maturity. 





i ANSWERS TO INQUIRIES 
We have selected a list of such high grade issues it (Continued from page 127.) 


which will be forwarded upon request for circular 

W-53 ie months of this year and the last s:a snoniis 
Jv. are also expected to show up well. 

At the moment the stock looks as 


J though it might rally much further, due 
HORNBLOWER & WEEKS , probably to a large short interest. The 
i company recently brought in another large 
42 Broadway, New York City H well in territory not very well developed 
; and this might be the commencement of 
Boston Chicago Detroit a series and as no one can forecast what 
? the result of further drilling might be, it 
Providence Portland can be readily seen that the stock holds 
Established 1888 large potential possibilities. Our view is 
that the stock is worth more than it is 
selling for. 








INTERNATIONAL HARVESTER 

I have been holding International Harvester 
for some years at much higher prices and the 
heavy decline in this stock together with the 
decrease in its dividends has caused me ver 
much anxiety. 

Do vou believe that the present dividend 
safe and that the stock has a chance of advan 
ing within the next few months? What is the 
present condition of the company’s business and 
how much tis it earning per share?—H. G. E. 

International Harvester has declined 
very severely from the price you paid and 
is even now selling at around the lowest 
levels in its history. At 76 with a divi- 
dend of $5 the stock yields less than 64% 
es and with the prospect that this dividend 

S on a ae is not likely to be increased in a consid- 
P y erable time, the stock is selling relatively 


- * 

F oreign p aA mag aes & tee. high for a 5% issue. The company 
P , operated only at 25% of its capacity dur- 
Exch eS atorma tion = be ing the summer, but has advanced this 
ange Canes which will al ak oo average to 30%. Its German plants are 

‘ present holders of fencion se- enlarging their output in order to do 
Explained curities as well as prospective business with South America, this appar- 
purchasers. - ently will be the only way that the com- 


q The fourth (revised) edition is pany could overcome German competition. 
a 














now ready and a limited number The officials of the company believe that 
will be sent gratis to those in- no company is surer to obtain its share of 
terested. business when buying commences and we 


believe that the long range outlook is 
W satisfactory despite the present low divi- 

M H. McKenna & Co. dend. The company has a large working 

25 Broadway NEW YORK 25 West 43d St. capital, in fact at the end of last year, 


Bowling Green 1100 Murray Hil 8080 this was over $100 a share on the com- 


221 S. 15th St. 119 Ellison St. a ae eae mon. This is even less than the ratio 


PHILADELPHIA, PA. PATERSON, N. J. PITTSBURGH, PA. shown in 1919 when working capital was 
between $120 and $130 a share. The 


troubles of this company do not go back 
more than about 9 months, as for the 
whole year of 1920 there was earned 
$13.84 a share on the common compared 
with $10.51 in the previous year. 

In spite of the low return that is shown 
on the stock at present, we believe that it 
should be worth while holding for some 
time. 
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GOODYEAR TIRE & RUBBER CO. 
(Continued from page 91.) 











Tire & Rubber Co., now owned and 
hereafter acquired, together with pledge 
of stocks of subsidiary corporations. 
It is provided that the company shall 
always maintain net current assets as 
defined, equal to at least 125% of the 
amount of these bonds outstanding. 
The bonds are listed on the New York 
Stock Exchange and enjoy an active 
market. At present prices of around 
109 the yield, disregarding the maturity, 
is 7.3% on the investment. Of course 
the sooner the bonds purchased are 
called by lot at 120 the greater the re- 
turn on the investment. 

With the management controlled Sy 
conservative banking interests, with net 
liquid assets alone, far in excess of the 
bonded debt, with the business of the 
company holding well during a poor 
period and with the floating debt wiped 
out, there does not appear to be any 
good reason why these bonds should 
not be highly regarded from an invest- 
ment viewpoint, and it is the opinion 
of the writer that, as they become more 
seasoned, they will advance to a ma- 
terially higher price level. 


Debenture Bonds and the Company’s 
Stocks 


In addition to the Ist mortgage 8s 
there are $27,500,000 8% debenture 
bonds outstanding, due May 1, 1931. 
The sinking fund provides that 5% of 
the authorized amount ($30,000,000) or 
25% of net earnings after dividends on 
the prior preference stock, whichever 
is greater, shall be applied to the re- 
demption of the bonds at 11 and inter- 
est. On or after May 1, 1922, holders 
of these bonds will be entitled without 
additional charge, to voting trust certi- 
ficates for fully paid shares of common 
stock at the rate of ten shares for each 
$1,000 bond. At present, price for 
Goodyear common stock is $9 a share, 
this privilege is worth $90 per $1,000 
bond. The note issue is a direct obliga- 
tion of the company, but is not secured 
by any mortgage. At present prices of 
about 99 they can be regarded as an 
attractive semi-speculative investment. 
There appears to be ample security be- 
hind them, as net liquid assets are equal 
to more than the total of the Ist mort- 
gage 8s and these notes combined. Of 
course they come after the $30,000,000 
lst mortgage bonds and for that reason 
can not be given as high a rating. 

The common and preferred stocks of 
the Goodyear company appear to have 
fairly good long pull possibilities, but 
in view of the heavy sinking fund pro- 
visions of the two bond issues, there 
would appear to be little chance of divi- 
dends for some time to come. The 
prior preference stock, of which there 
is $30,342,000 outstanding, is entitled to 
8% cumulative dividends before the pre- 
ferred or common stocks get anything. 
This prior preference stock was issued 
in settlement of merchandise debts. It 
is cumulative as regards dividends from 
Jan. 1, 1921. 
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U. S. Balances 
in Canada 


A plan that may enable you to transfer your 
balance to the U. S. without loss in ex- 
change in a comparatively short time should 
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LITLE, SCHIETINGER 
and GOODWIN 


Financial and Industrial Accountants 


AUDITS, COSTS, INVESTIGATIONS 


FEDERAL AND STATE TAXES 











Industrial Service and supervision in problems of organiza- 
tion, reorganization, management and System. Studies and re- 
ports of properties and operating companies, for bankers, execu- 
tives and investors. Analyses of publicity and marketing 
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Thomas D. Goodwin, Industrial Service; A. H. Lang, Contract Dept. 
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Opportunity 
Passing 


During the past four months 
good $1,000 bonds have ad- 
vanced $60 to $80 each. They 
will eventually go $150 to $200 
higher. 


The opportunity of a lifetime 
is passing. Are you letting it 
pass without buying to the 
limit of your purchasing power? 


On our Partial Payment 
Plan you can buy five bonds 
with the same money it takes 
to purchase one bond outright, 
thus multiplying your profit 
possibilities five times. 


Ask for M.W.-35 
R.J. McClelland & Co. 


Investment Securities 
| 60 Broadway New York 














| Two Books of Real Merit 
THE REAL ESTATE EDUCATOR 





F. M, Payne. (New Edi- 


tion) A repository of 
useful information for 
ready reference, espe- 


cially designed for Real 
Estate Investors, Oper- 
ators, Builders, Contrac- 
tors, gaa and Busi- 
ness Men. What you 
ou OUGHT to know, 
Edition 
contains The Federal 
Farm Loan System, 
How to Appraise Prop- 
erty, How to Aeverns 


ie 
SELL REAL ESTATE, 
The Torrens’ §S 
Available U. S. 

for Ho 

NEED to know, what 
A B C’s of Realty and 
other useful information. 208 pages cloth. 
$2.00 postpaid. 


The Vest Pocket Lawyer 


This popular work on the law contains 
the kind of information most people want. 
You can know the law—what to DS do—wnat 
to avoid. It is a daily guide—a manual of 
reference for the business man-—the law 








rinted bible Cloth $1.50. 
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Book Department 
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STEADY PROGRESS TOWARD 
BUSINESS 
(Continued from page 84.) 











tile trade was already very well under 
way toward normal conditions. A great 
decrease in unemployment is reported 
by labor authorities and this speaks for 
itself, many men having been re- 
absorbed into manufacturing industries 
within the past thirty days. There is 
still unemployment and in some parts 
of the country it is acute, but the gen- 
eral situation affecting it is much easier 
than formerly. 


Foreign Trade Confused 


It is still in the field of foreign trade 
that the greatest difficulty of analysis 
presents itself. Our latest foreign trade 
figures show a gross balance of exports 
over imports in favor of the United 
States amounting to $145,000,000. This 
is enough ordinarily to indicate a very 
decided activity of foreign trade and 
yet analysis shows that our foreign 
business is very irregular and uncertain 
and that payment for it is far from 
being assured. 

Figures published by the Federal 
Reserve Board have shown that a very 
large unfunded balance, probably 
amounting to well over $3,000,000,000, 
is still being carried by the United 
States against foreign countries and 
that such deductions as are to be made 
from this balance represent specula- 
tive holdings of foreign currency and 
of exchange which probably cannot be 
realized upon. 

In Argentina and some other South 
American countries where the conges- 
tion of goods has been lessened, de- 
mand for our products is distinctly 
better and trade has taken on a new 
activity. In the East also fairly good 
demand for American goods prevails. 
Until the condition of European ex- 
changes is more stable we can hardly 
hope for any regular trade basis, while 
the selling of European securities has 
been greatly hampered as a result of 
doubt on the part of American citizens 
concerning the possibility of repudia- 
tion abroad. It has been truly said 
that no complete return to prosperity 
can be effected save by a restoration 
of foreign trade as one feature of it. 
Less progress has been made in the 
restoration of such a normal basis in 
foreign trade than anywhere else. 

The Price Situation 

Not only as affects foreign, but also 
as affects domestic, trade, price condi- 
tions have come to be recognized as 
having a predominating influence. The 
outstanding fact in the United States 
is the far greater degree of price 
stability that has come to exist within 
the past month or two. The last 
monthly index compiled and made pub- 
lic by the Federal Reserve Board shows 
no change in prices, and while the 
accompanying graph showing Brad- 
street’s index reveals some upward 
movement, this change is moderate and 
wholesome. 

It is still true, as shown by the more 
elaborate computations and com- 
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parisons of the 
Economic Research, that there is a 
good deal of maladjustment among 
prices, some commodities being still on 
too low a level (a level below cost 
of production), while others are still 
unduly high and represent the effort 
of manufacturers to retain as much of 
the war level of values as they can. 

In foreign countries of disturbed 
currency, such as Germany, prices are 
still very irregular, German values 
having advanced probably about 5% 
within the past month. In England, 
an increased degree of stability is re- 
flected in a much more normal price 
level, as is also true in the United 
States, the result being that, both in 
the United States and in Great Britain, 
forward contracts may be undertaken 
with a far greater basis of assurance 
than at any time heretofore. This, in 
fact, is recognized by business men, and 
the hand to mouth policy in business 
which has been so prevalent for the 
past eighteen months is now once more 
being laid aside, as it should be. 

While it is always hazardous to at- 
tempt to forecast prices for any long 
period in advance, it is probably fair 
to say that all of the indications now 
point to a moderate increase in the 
average of prices, and this means that, 
for the present at least, the movement 
back toward the pre-war basis has been 
suspended. Whether it will be re- 
sumed again or not, as some still think, 
it is premature to state. 


Agricultural Outlook 

The unevenness of the price struc- 
ture and the hardships experienced in 
consequence by producers is nowhere 
more evident than in connection with 
the status of agricultural products. 
Notwithstanding the emergency tariff 
legislation of Congress and the artificial 
aid given through grants of Govern- 
ment credit, practically every agricul- 
tural product has tended downward 
since last spring, and this downward 
movement is apparently not yet at an 
end. The only exception to the rule is 
seen in the case of cotton, and even 
cotton has fallen away from the high 
level resulting from the ravages of the 


boll weevil, so that it too is now once 
more apparently on the downward 
grade. 


This, of course, is a condition of af- 
fairs which cannot long continue. The 
farmer is undoubtedly suffering severely 
from the decline in the price of his 
output, chiefly because the things which 
he buys have not fallen in the same 
proportion. Adjustment, therefore, be- 
tween agriculture and° other industries 
must be regarded as very essential and 
such steps as can be taken to bring 
that about undoubtedly must be. 

Unfortunately about the utmost that 
can be done in this direction is to en- 
courage the readjustment of manufac- 
turers prices and at the same time to 
aid the farmer so far as legitimately 
possible to obtain reasonable supplies 
of credit for the carrying of his crops 
over any period of undue depression 
that may be seen to exist. The low 
prices realized by the farmer are in no 
small measure responsible for the de- 
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cline in our total value of exports inas- 





much as agricultural shipments, includ- 


ing cotton, cereals and meat products, 


make up so large a percentage of our 
total sales abroad. 


Summary and Conclusion 


While there are thus fundamental 
ifficulties in the existing business 
ituation, due partly to the disturbances 
f credit in foreign countries and to 
the maladjustment of prices at home, 
particularly as affecting agriculture, it 
an fairly be said that the months of 
\ctober and November have shown 
very gratifying and decided progress 
oward better business. The improve- 
ment that has been shown in some lines 
nay undoubtedly be expected to spread 
rapidly to others, and, should the inter- 
national conference at Washington turn 
ut favorably, some rectification of for- 
eign exchange conditions may be ex- 
pected in the not too distant future. 


Altogether, therefore, the state of 
things is encouraging and the present 
prospects point to easier and more 
abundant money, larger employment, 
better investment conditions, and a con- 
tinuous readjustment of prices, accom- 
panied by a more favorable distribution 
of wealth and resources in general. 
Therefore, while there is still a long 
way to travel before satisfactory indus- 
trial conditions are restored, the out- 
look seems more promising than at any 
time heretofore. 





Favoring Foreign Ships 


The Shipping Board has summoned 
some of the principal railroads to a con- 
ference at which it is proposed to dis- 
cuss the general question of certain con- 
tracts between these roads and foreign 
shipping lines whose purpose is said to 
be that of assuring to the latter the con- 
trol over freight and the attainment of 
special shipping facilities obtained through 
favoritism. It has been charged that 
these contracts were secret and _ illegal, 
but an examination by the Interstate Com- 
merce Commission has shown that they 
were made in accordance with law, have 
been in existence for many years, and 
have been subject to the inspection of the 
Commission. This does not alter the fact 
that they may be unwise and inexpedient 
in the present status of our Merchant 
Marine. 

It is the intent of the Shipping Board, 
according to current understanding, to 
ask for their abrogation, in order that the 
domestic lines may be given fully as 
favorable treatment to the moving of ex- 
port and import freight. This is en- 
tirely to be desired. There is no reason 
why there should be any discrimination 
whatever against American lines—indeed 
the latter are theoretically in position at 
present to ask for as good treatment as 
others. This theoretical equality should 
certainly be made actual. As to going 
further and reversing the preference, so 
as to benefit American lines as against 
foreigners, we can hardly do that unless 
we are prepared to assent to similar ac- 
tion on the part of foreigners who are 
disposed to favor their own ships at 
home. 
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The A,B,C’s of Safe Investment 


The principles of sound invest 
ment should be taught to the 


ce youngsters with the same care 
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for future life. 


We now have some literature that you will find interesting 
and instructive—booklets that contain information of value 
to present and prospective investors. They are yours upon 


request. 
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American Bond & Mortgage Building 

127 N. Dearborn St., Chicago— 562 Fifth Ave., NewYork City 
Columbus. Ohio Davenport, lowa 
Grand Rapids, Michigan Rockford, Illinois 



































THis NEW 
BOOKLET 


ne contains the most recent available in 


formation regarding the eighty 


Independent 
| L | Oil Companies 


whose securities are actively traded in, 
including the latest financial reports 
and descriptions of the properties. 


| The booklet should prove of special 
interest and value to investors at this 

Row ° . 
on ORZMEIMER @ time because of the changed condi- 

w © STate | . . ° e 
Mremones ae OY j tions in the petroleum industry which 
“S94 emeag | . . 
j have resulted in an improved market 
~ ie, 


ey for oil securities. 


Copies will be supplied free upon request for Booklet N-3 
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DEALERS IN STANDARD OIL SECURITIES 
25 Broad Street New York 
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A long term 


DEBENTURE 
To Yield 8% 


Backed by assets aggre- 
gating many times total 
amount of debentures 
outstanding, and carry- 
ing a valuable conver- 
sion feature. 


Interest, which is paid 
monthly, quarterly or 
semi-annually, being 
earned six times. 


If desired, may be pur- 
chased on installments. 
Denominations from 
$100 up. 


Write for Circular D-18 


Henry L. Doherty 
& Company 


Bond Department 
60 Wall St., New York 














CANADA 
Poten tiality! 








All that Canada has achieved is 
nothing as compa to what 
this young growing nation is 
destined to accomplish. 
Canada stands today for Po- 
tentiality—the fair promise of 
t things that will spring 
“~ her splendid resources 
and her youthful energy. 
Here is the true field for the 
investor who would see his in- 
vestments steadily increase in 
value. 
The Chemical and Fertilizer in- 
dustry is becoming one of Can- 
ada’s strongest native growths. 
Let us tell you something about 
the investment opportunity of- 
fered by the 8% Preferred 
Participating Stock of a Com- 
pany, now offered with a sub- 
stantial bonus of Common. 


Full and prompt service on all Cana- 
dian investment matters to United 
States enquirers. 


Graham Sansoné (a 


INVESTMENT BANKERS 
TORONTO, CANADA 


DETROIT EDISON 
(Continued from page 116.) 








conservative investor for the following 
reasons: For the past ten years inter- 
est charges have been earned on the 
average about twice over, the poorest 
year showing interest earned 1.7 times 
and the est year 3.52 times. The re- 
markable upbuilding of industries in 
Detroit and the immediate vicinity has 
a broad and stable basis and it is hard 
to imagine any combination of circum- 
stances that would materially reduce 
this company’s business for any ex- 
tended period of time. Regulation by 
public service commissions of rates is 
not to be feared, as the company is 
entitled to a reasonable return on its 
investment, and its investment far ex- 
ceeds the total bonded debt. 

The 1928 and 1929 series of Detroit Edi- 
son Convertible Debenture 7s are convert- 
ible into stock at par up to July 15, 1927 
and August 1, 1928, and the 1930 Deben- 
ture 7s are convertible between March 1, 
1922 and September 1, 1929. The 1931 De- 
benture 8s are convertible between January 
10, 1923 and January 10, 1930. The Deben- 
ture 7s of the three series are selling at 
about 101 and the Debenture 8s at about 
105. All of these bonds look very 
attractive, because the yield is good; 
and in addition the holder has an 
excellent chance of making profits through 
the convertible privilege. The _ ac- 
companying graph shows how frequent- 
ly in the past the stock has sold 
well above par, reaching a high of 149 
in 1916 and even as late as 1920 selling 


up to 108. The Ist and refunding 6s 
series B, due July 1, 1940, are listed on 
the New York Stock Exchange and 
sell around 98%. The Ist and refunding 
5s Series A, due 1940, are also listed 
on the Exchange and sell around 8634; 
the Ist 5s, due 1933, sell around 91%. 
These latter three issues are all con- 
servative investments and as money 
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rates come down should gradually im- 
prove in price. 

At present prices of about 96% the 
stock can be regarded as an excellent 
semi-speculative investment. There is 
no reason to doubt but that the 8% 
dividend will be maintained and perhaps 
ultimately increased. 








Kilowatt- 
Hours 

. 86,882,900 

. 125,564,400 

. 159,886,200 

. . -206,366,500 

...-282,484,300 

... 313,718,600 

. ..393,129,850 

. . .546,925,300 

. . .672,200,600 

. . 765,094,200 

... .858,051,800 

1920 .. .1,002,306,000 

} 1921* 886,533,800 


"10 months ended October 31. 


Calendar 
Years 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 


| Output 
| 





DETROIT EDISON TWELVE YEARS 


Gross 
Earnings 
$2,199,143 

3,030,208 
3,598,094 
4,385,615 
5,546,587 
6,495,815 
7,759,932 
10,066,766 
12,279,926 
13,801,527 
16,498,391 
21,990,352 
23,355,586 


Balance Percentage 
Available Earned on 
for Stock 
Dividends Outstanding 
$312,863 6.26% 
398,382 6.93 
493,175 8.22 
685,509 7.83 
1,118,659 8.34 
1,418,751 10.52 
1,848,658 13.68 
2,717,413 13.72 
2,635,848 10.26 
2,394,224 9.31 
2,488,735 9.67 
2,070,937 7.52 
2,774,656 9.92 
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MATHEMATICS OF ACCOUNTING 
AND FINANCE—by Seymour Wal- 
ton, C. P. A. and H. A. Finney, 
CP.A. 

This book contains a concise and clear 
explanation of all the mathematics required 
in accounting and financial work and is 
intended to fill the need for a work on 
commercial arithmetic which is not so 
rudimentary as to be of little use to the 
reader of mature experience. The first 
chapters explain in detail a number of 
short processes and practical suggestions 
which may be applied to routine processes 


of any sort; the central portion of the 
book treats of the special applications of 
arithmetical principles and short methods 
to the problems of individual lines of busi- 
ness, such as Building & Loan Associa- 
tions, and. Foreign Exchange; while the 
final chapters are devoted to convenient 
ways of using logarithmic and actuarial 
methods in the solution of business prob- 
lems relating to compound interest invest- 
ments, annuities, bond discount and prem- 
ium, effective bond rates, leaseholds, and 
depreciation. 


Price $4.15. 
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BUCKET SHOPS 
(Continued from page 88.) 








sition of believing that he was dealing 
with the brokers for a pool of prominent 
millionaife operators who were betraying 
ir clients’ confidence in return for his 
siness. It made no difference that the 
st mortem proves that the millionaire 
nts were imaginary. The retired -busi- 
ness man had been let to believe they ex- 
sted and supposed that because the “com- 
missions” he was giving his brokers ran up 
to several thousands of dollars a month 
y were willing to betray the different 
campaign plans to him. At the time the 
mmorality of the supposed procedure did 
t occur to him. The proposition was 
presented to him from an angle that stirred 
ly one emotion in him, the desire for 
iin. But he cannot afford to let this sort 
story get out and it would have been 
public property had he put up a protest to 
he authorities or forced a showdown. 
Now that the firm has gone into bank- 
iptcy and accountants are trying to fig- 
re out the situation he is in agony lest the 
rcumstances surrounding his transactions 
ith the firm become known from the cor- 
respondence found in the files by the re- 
eiver. He needn’t worry—if he reads this 
ind recognizes himself. The correspond- 
nce disappeared before the receiver ar- 
rived—there were some things in it that 
ven the bucketeer didn’t want to see light. 
No use running the chance, he figured, of 
1aving some competitor see the new wrin- 
kle and how he had worked it. 
But the retired business man is nearly 
$80,000 poorer. 


What's to Do? 


What’s to do? Nothing, so far as the 
tired business man who has just sunk 
*80,000 is concerned. Nothing, so far as 
e Eastern Pennsylvania manufacturer 
ho lost $35,000 a fortnight ago in almost 
e same way. Nothing, so far as the In- 
ana manufacturer who dropped $20,000; 
e nationally-known playwright who was 
ulcted $5,000 or more six weeks since; 
e Massachusetts shoe distributor who 
Iped the bucket shop kitty out with $10,- 
10 in September. These men are through 
ith brokers for all time—so they believe 
»w. Not unlikely they will be heard from 
their communities and become noted for 
dical utterances against Wall Street, le- 
timate brokerage and promotion. But not 
e will dare even tell his brother of his 
‘perience. 
The remedy, however, is something that 
» can take up for consideration a little 
ter on. For present purposes it will be 
nough to ponder on what has happened 
countless thousands of bucket shop cli- 
nts in the past few months, and is happen- 
ig right along to hundreds of others. 
Are you being cleaned? or built up? 
fter reading this article and the one that 
peared in THe MacaziIne oF WALL 
rreeT of November 12, you should be 
ile to spot the tactics of the bucket shop, 
nd should be able to avoid getting into 
the toils. But there is more to be told of 
the methods and of the machinery em- 
loyed by these pirates—and it will be told. 


(Article III will appear in an early issue) 
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Putting You Into The Market 


—and Getting You Out Again 


That’s what the Trend Letter Trading Service does for you. 


Through our telegraphic advices, you are as closely in touch 
with what is going on in the market, as though you moved 
your desk right into the midst of the trading activities on the 
floor. 


We send you a fast wire (in code, if you wish) whenever, in 
the opinion of this organization, particular stocks should be 
bought or sold. The advice is based on the supply and demand 
of securities as recorded on the Ticker Tape. We advise you 
when and how to get in the market—and also when to close 
your trades. 

Our plan is to kill your losses—and to build your profits, and 

then to protect these profits. We are not infallible, but we are 

right often enough to more than make up for all our mistakes. 


The cost of this service is only $500 a year. We want you to 
try it for three months at $125. At the end of three months 
you will be the best judge of how profitable this service can 
be to you. 


It deserves the whole-hearted attention and investiga- 
tion by any trader who wants definite advice and 
instructions—on what and when to buy or sell—with- 
out any hedging on our part. It has been successful 
—it will be successful. 


SEND NO MONEY NOW 


but, if you are interested, mail the coupon below and 
full details will be sent you, without charge or 
obligation. 


Mail Coupon Below To-Day 


Trend Letter Trading Service 
42 Broadway NEW YORK 


Trend Letter Trading Service, FREE INQUIRY BLANK 


42 Broadway, New York 
Gentlemen: Please explain in detail how the Trend Letter Trading Service would operate 


for me. 


Name 


Address 
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How to Develop 
Your Financial Skill 


No man can become wealthy by simply putting 

his money in the Savings Bank. He must 

invest it. 

Investing requires knowledge and method. 
What Methods You 
Must Use and How 
We Will Help You 

Adopt Them at 
Once. 

is explained in our 
FREE 20-page booklet. 
Page 5 contains a dia- 
gram showing you ex- 
actly what to do to 
gain FINANCIAL 
INDEPENDENCE. 
The diagram on Page 
6 may prove the turn- 
ing point in your 
whole life. 


Simply ask for a copy of M, W. 26. 
American Institute of Finance 


15 Beacon Street Boston, Mass. 








Convenient for quick reference 


Catalogs, price lists, rate books and other 
important reference papers are immediately 
at hand in the 


\ > KMeadek 


Until wanted, they are out of the way in their 
indexed compartments. It also sorts and routes 
mail, memos, orders, etc., for all to whom mail is 
distributed. Saves time. Efficient. Convenient. 

A Steel Sectional Device 

Add compartments as required. Sections $1.20 
each. Six-compartment Kleradesk illustrated be- 
sow only $8.40. Indexed front and back. Write 
for free, instructive, illustrated folder, “‘How to 
Get Greater Desk Efficiency.”’ 


Ross-Gould Co. 
323 N. 10th—St. Louis (3) 
New York [Philadelphia Chicago Cleveland 

















Money and Investments 


By MONTGOMERY ROLLINS 
Revised 1921 by Percy N. Brown 
of Hornblower & Weeks 

The book makes plain the dis- 
tinction between the various 
classes of bonds, stocks, and 
notes and gives a clear explana- 
tion of all financial terms and sub- 
jects. It is alphabetically ar- 
ranged making it a _ valuable 
reference book. Used in col- 
lege courses and classes of. bond 
salesmanship. A book for every 
investor. 


Price $3.00 
Financial Publishing Co. 


“Service Books of Finance’’ 
controlling the 
Montgomery Rollins Publications 


17 Joy Street Boston, Mass. 
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SEVEN PER CENT AND SAFETY 
(Continued from page 97.) 











ed to $57,400,000, against current liabilities 
of $27,500,000, leaving net current assets of 
about $20,000,000. Since the end of last 
year, however, the company sold $3,000,000 
bonds of this issue and within the past few 
days ahnouncement has been made that an 
issue of $1,125,000 714% debentures has 
been underwritten. The proceeds of both 
of these issues were to be used for the re- 
duction of current debt, so the company 
must be in an exceptionally sound working 
capital position at the present time. Al- 
though no detailed figures are available 
showing the company’s position at the pres- 
ent time, it is safe to assume that a balance 
sheet would show anywhere from $75,000,- 
000 to over $80,000,000 in tangible assets 
(after deduction of all current liabilities) 
behind the $23,359,000 outstanding first 
mortgage bonds. 

During 1920, which was an unusually 
poor year for the packers, Wilson & 
Co., Inc., showed net profits, before in- 
terest charges, of $4,636,852 and for the 
five years 1916 to 1920, inclusive, net 
profits, available for interest, have aver- 
aged $7,910,076. Interest requirements 
on the present outstanding amount of 
first mortgage bonds amounts to $1,- 
401,540 per annum. 

The first mortgage 6s are followed by 
$18,277,000 6% debentures of 1928, $10,- 
125,000 714% debentures of 1931, $10,713,- 
400 7% preferred stock (paying 7% divi- 
dends) and 202,500 shares of common 
stock, all of which, at current market quo- 
tations, indicate an equity of over $40,000,- 
000. 





Toledo Edison Company 
First Mortgage 7% Bonds of 1941 











This Toledo Edison bond is an issue that 
has only recently made its appearance. It 
offers a splendid opportunity for a long 
term investment at a substantial yield. 

The Toledo Railways & Light Company, 
having sold all its railway properties, has 
instituted proceedings to change its name 
to the Toledo Edison Company and is ac- 
quiring the new generating station and 
other property of the Acme Power Com- 
pany. The new company has issued $13,- 
500,000 first mortgage 7s of 1941, $2,500,000 
8% cumulative prior preferred stock and 
$1,500,000 7% preference stock to provide 
for the retirement of various issues of 
bonds and for floating indebtedness. In 
addition the company will have outstand- 
ing $13,875,000 common stock and $1,875,- 
400 consolidated 5s of 1935 of the Toledo 
Gas Electric & Heating Company, a sub- 
sidiary. 

The first mortgage 7s will be secured by 
a direct first mortgage on the entire electric 
light and power system, including the new 
Acme Power Plant and also by a supple- 
mental mortgage on the gas and heating 
properties, subject only to the $1,875,400 
bonds of the Toledo Gas Electric & Heat- 
ing Company. 


The company operates two large electr 
generating stations advantageously sitv- 
ated within the city limits of Toledo, hay 
ing a total installed generating capacity of 
97,580 kw. The properties are modern an! 
efficent in every respect and are ample t» 
meet the demands of the territory and d 
signed to allow for expansion when neces: 
sary. The value of these properties as aj 
praised by independent engineers on a cor 
servative basis is stated to be largely i 
excess of the oustanding bonds. 

The company does the entire commer 
cial electric light and power business i 
Toledo and certain suburbs. It serves d 
rectly a population of over 260,000 and i 
addition supplies electric current, at whole- 
sale, to other companies serving neighbor 
ing communities. 

Net earnings after. taxes for the yea: 
ended July 31, 1921, amounted to $2, 
336,670, or over twice annual interest 
charges, including this issue, of $1,- 
038,770. 

The franchises under which the com 
pany operates are unlimited as to time an 
contain no burdensome restrictions. 

Electric light and power companie 
throughout the country have, as a class 
shown constant growth and with operatin; 
costs now rapidly decreasing as a result o 
the general economic readjustment the pur 
chase of underlying securities of sound 
electric companies seems particular); 
timely. Toledo Edison first 7s compare fa 
vorably with many other issues selling at 
substantially lower yields. 





Cuban Telephone Company 
First Lien & Ref. Mtg. 714% Gold 
Bonds Ser. A, 1941 








The Cuban Telephone Company, a1 
American company incorporated under th« 
laws of Delaware, does practically the en 
tire telephone business in Cuba. In addi 
tion to local exchanges in the principal cities 
there, the company operates a long distance 
important com- 
munity on the Island. The company has 
entered into a working agreement with the 
American Telephone & Telegraph Com- 
pany covering the division of tolls and rev- 
enues derived from the three submarine ca- 
bles which have recently been laid from 
Havana to Key West, thus bringing all 
parts of Cuba in direct communication 
with all parts of the United States and 
Canada. 

The first lien and refunding mortgage 
Series A 71%4% bonds have recently been 
issued to the extent of $4,000,000. They 
are to be secured by pledge of $4,596,372 
first mortgage bonds, over half that issue. 
Additional first lien and refunding mort- 
gage bonds may be issued only for refund- 
ing purposes or for 75% of construction 
expenditures when net earnings, after pro- 
vision for renewals and replacements are 
at least twice annual interest charges on 
all first. mortgage and first lien and refund- 
ing mortgage bonds outstanding, together 
with bonds then to be issued. 

The new mortgage provides for a sink- 
ing fund of 2% annually of the aggregate 
amount of first lien and refunding mort- 
gage bonds outstanding. In addition, in 


service reaching every 
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r to provide for maimammy the mgh 
ty and for keeping the property at a 
point of efficiency, the new mortgage 
tes a “general reserve fund” which will 
ire the company to expend annually 
leposit in cash with the Trustee) not 
than 30% of gross telephone revenue 
the year, which amount must be ex- 
ed for maintenance, repairs, renewals 
replacements, for the purchase of these 
is, or for extensions and improvements 
st which no bonds may be issued. 
1e company has operated for many 
under a Government concession, 
ut limit of time, which grants the 
to construct and operate long dis- 
lines to all parts of the Island as 
as local systems in all cities and towns 
the exception’ of those communities 
re small independent companies still 
ite under old concessions expiring by 


he company’s total capitalization com- 
s $8,840,689 first mortgage 5s of 1951, 
vhich $4,596,372 are pledged against the 
00,000 first lien and refunding mort- 
7%s of 1941; $2,000,000 preferred 
k (paying 6% cumulative dividends) ; 
$9,432,876 common stock (paying 8% 
dends). 

Net earnings for the year ended July 
1921, amounted to $1,703,649 and 
the preceding year to $1,623,758. 

terest charges on all bonds now out- 


tanding amount to $512,216 per annum. 


The business of the company has shown 
stant growth and development and each 
r, without exception, since organization 
exchange and toll revenues have shown 
increase. The first lien and refunding 
s are well secured and constitute an at- 
tive investment. 





Government of Switzerland 
20-Yr. 8% S. F. Gold Bonds of 1940 








witzerland, today, is in probably the 
st sound economic position of all the 
opean countries and for that reason her 
ds have been selected by the writer in 
erence to numerous other European 
s selling at considerably lower prices. 
favorable commercial and financial po- 
n of the country is shown by the fact 
Swiss currency is at a premium in 
ry financial center of Europe and is at 
wer discount in the United States than 
other European money. 
he 20-year 8s of 1940 were issued in 
unt of $25,000,000 as part of a program 
the electrification of the Government- 
ied railways. Principal, sinking fund, 
nium and interest are all payable in 
w York in U. S. gold coin, wholly ex- 
pt from any Swiss taxes, present or 
ure. The loan contract further provides 
t payments shall be made in time of war 
well as in time of peace, irrespective of 
nationality of the holder. 
‘he bonds cannot be called during the 
t ten years; but after July 1, 1930, they 
v be called at 105 and interest. A sink- 
fund of $1,000,000 per annum, payable 
juarterly instalments, is to be used dur- 
the first ten years for the purchase of 
ds in the open market at not over 105. 
bonds cannot be obtained at that figure, 
ments shall accumulate to the credit of 
sinking fund; and beginning July 1, 
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1930, the unexpended balance shall be ap- 
plied to call bonds at 105 and accrued in- 
terest. Bonds not redeemed are to be paid 
at par at maturity. 

Switzerland is, proportionately, one 
of the wealthiest countries in Europe, 
her total wealth being estimated at 
something over 6 billion dollars, or 
about $1,400 per capita. Against this, 
the total debt outstanding as of June, 
1920, amounted to $726,900,000 ($169 
per capita), of which $386,700,000, or 
more than half, were obligations of the 
government-owned railroads, constitut- 
ing over half the mileage of the coun- 
try, and which normaily earn a profit 
considerably in excess of interest and 
sinking fund requirements. 

The thrift of the Swiss people and their 
faithful adherence to their obligations fully 
justify the very high credit which the Gov- 
ernment enjoys in all financial centers of 
the world. 





Republic of Chile 
25-Yr. 8% Sinking Fund Bonds of 
1946 














These bonds of the Republic of Chile 
have recently been issued in amount of 
$10,500,000 for the specific purpose of mak- 
ing improvements to the Chilean State 
Railways. The bonds are the direct ex- 
ternal obligation of the Republic of Chile, 
payable in United States gold coin, and the 
loan contract provides that if the Govern- 
ment of Chile shall create or issue any 
loan secured by lien on any specific reve- 
nue or assets, these bonds shall be secured 
equally and ratably with such loan. The 
bonds are to be retired by quarterly sink- 
ing fund deposits sufficient to retire an- 
nually 4% of the total issue at 110% and 
interest up to and including Nov. 1, 1931, 
and thereafter at 105% and interest. All 
bonds not previously retired are to be paid 
at maturity at 105 and interest. 

Chile’s credit record has been excellent. 
Her loans have been favorably regarded in 
London and continually quoted there for 
nearly a century.. The last loans were sold 
in London in 1913 and 1914 on a 5.30% 
basis. 

The country’s principal industries are 
mining, agriculture and stock raising. 
The total wealth has been estimated at 
$3,200,000,000, or about $800 per capita, 
against which the total National debt, 
including all Government guarantees, 
amounts to approximately $243,000,000 
or the exceptionally low rate of about 
$60 per capita. 

As an offset to the debt the Government 
owns properties which were valued on De- 
cember 31, 1919, at about $256,000,000, more 
than two-thirds of which are revenue pro- 
ducing. These properties include over 
2,800 miles of railways, telegraph lines, 
port improvements, water works, nitrate 
fields, public buildings, etc. The published 
statistics of foreign trade for 1920 show 
exports of approximately $284,300,000 and 
imports of about $166,100,000, a favorable 
balance of about $118,200,000. 

Chile is sound, both politically and eco- 
nomically, and the writer does not hesitate 
to recommend the purchase of her external 
bonds for investment. 


Building An Income 
Minth by Month 


Lack of available funds 
should not prevent the dis- 
criminating investor from se- 
curing sound securities at 
present levels. 


Only a moderate initial 
payment is necessary under 
our. Partial Payment Plan; 
the balance is payable in a 
convenient number of small 
monthly instalments. 


An interesting booklet de- 
scribing ““Our Consistent 
Savings Plan,”” which offers 
greater advantages than any 
form of trading available to 
the moderate and conserva- 
tive investor—will be sent 
upon request. 


Ask for MW. 14 
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Stock Exchange of New York. 
40 Exchange Place New York 














Low-Priced 
Stand. Oils 
Yielding 9% 


We have compiled a spe- 
cial survey giving inter- 
esting facts on nine sea- 
soned Standard Oil Com- 
panies whose low-priced 
shares yield from 9 to 11%. 
In the face of rapidly im- 
proving conditions in the 
oil industry, these divi- 
dend-paying securities, at 
from $28 to $165 per share, 
are now selling much be- 
low usual levels, and are 
therefore attractive from a 
trading as well as invest- 
ment viewpoint. Copies on 
request. 


Ask for No. MW-38 


RASMUSSEN & CO. 
STOCKS—BONDS—GRAIN 
111 Broadway New York 


Tel. Rector 4061 














General 
Asphalt 


The current issue of our 
Financial Review 


gives a general descrip- 
tion of this company, 
well known in the as- 
phalt, oil and coal indus- 
tries, including its his- 
tory, properties, finances 
and possibilities. 


Gratis on request for “M.W.-52” 


THOS-}H-COWLEY & (0 


Stocks and Bonds 
New York 





115 Broadway 


Telephone Rector 5150 

















Scientific Methods of 
Investing and Trading 
in Stocks 


A free 100-page booklet, written by an 
eminent financial authority, contain- 
ing among other subjects 


Investment and Market Conditions 
Investing for Income 
Investing for Profit 

Averaging an Investment 
Limited Averaging 
Using Stop Loss Orders 


This booklet is the result of many years of 
scientific study, and it has helped thousands of 
investors and traders to use correct methods 
in their operations. The booklet will be sent 
to anyone free of charge, including our bi- 
weekly financial publication 


“Income Building” 
Ask for@Qu.W.-5 
ROGERS & SULLIVAN 


Members Consolidated Stock Exchange of New York 
_46 Cedar Street, New York 


























ARE FOREIGN BONDS SELLING 
TOO HIGH? 
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tive and particularly so if that rate is to 
be maintained over a long period of years. 
But many of the 8% bonds that have been 
issued in the United States have provis- 
ions which permit the issuing country to 
call the bonds prior to the maturity 
date. It is a generally recognized fact 
that the 8% interest rate has seen its best 
days and the frequent reductions in the dis- 
count rates of the central banks of the 
world indicate that the trend is already 
downward. Those countries, therefore, 
that have issued bonds bearing 8% and 
which have provisions permitting them to 
call the bonds before the maturity date 
will undoubtedly avail themselves of this 
privilege long before the maturity of the 
bond, or as soou as they can obtain new 
loans at lower rates of interest. There 
are some loans, however, that have non- 
callable features, and these are mostly 
those that have been issued in the past 
few months. 

In the case of external loans that have 
been issued in other than dollar curren- 
cies the investor must consider many fac- 
tors that do not enter into investments in 
dollar bonds. The most important of these 
is the rate of exchange, for this deter- 
mines not only the amount that the in- 
vestor will obtain when the bond matures, 
but also the amount which he will obtain 
in interest at each interest period. For in- 
stance, a Brazilian 5% loan, selling in the 
United States at 56, or $560 per £200 bond, 
receives each year coupons amounting to 
£10. With sterling exchange at $4, the 
annual interest return would be $40, which 
is approximately 7.1% of the cost price. 
The yield on this bond would, of course, 
be higher, depending upon the number of 
years the bond has to run and the appre- 
ciation between the cost price and the ma- 
turity price. In this connection, it must 
be understood that actual yields cannot 
be determined on such securities, for the 
reason that as exchange fluctuates there 
is no way of knowing how much will be 
received at each interest period and neither 
is there any definite surety of the matur- 
ity value of the bond. The investor can, 
of course, count with a considerable de- 
gree of certainty upon the fact that ster- 
ling exchange will return to normal before 
any bond maturing in five or ten years be- 
comes due, but he cannot be sure of the 
amount he will obtain at each interest 
period, for. before sterling does return to 
its old pre-war parity, it is fairly certain 
to fluctuate up and down at frequent in- 
tervals. External bonds, therefore, of 
countries with a good credit rating, 
which are issued in sterling should be 
purchased as long term investments and 
any purchase for a quick turn is de- 
cidedly speculative. 


Internal Bonds 


Internal bonds are of three classes. 
First, there is a strictly investment class 
of bonds which include such bonds as the 
Argentine Cedulas. The Cedulas are 
bonds issued by the National Mortgage 
Bank (Banco Hipotecario Nacional) to 
borrowers on real estate mortgages. They 


are bearer bonds in denominations of 
1,000, 500, 400, 200, 100 and 50 pesos, 
bearing interest at 6%, payable semi-an- 
nually, and have an amortization fund oj 
1% annually. They are free from all 
Argentine taxes. The Cedulas are issued 
in series, each of which is redeemable by 
a cumulative annual sinking fund of 
1% which is used to purchase bonds in the 
open market if obtainable below par; if 
not so obtainable, then to redeem bonds 
by drawings at par and accrued interest 
The sinking fund payments are sufficient 
to redeem the entire issue in each series 
in about thirty-three years. 

The primary security of the Cedulas i; 
the property on which the Cedulas are is. 
sued. Mortgages executed on the prop- 
erty must not be for over 50% of the 
value of the property mortgaged, except 
on those loans over 200,000 pesos, those 
to corporations and those on amusement 
places, in which case the mortgage must 
not be over 40, 30 and 25%, respectively 
of the property offered for securtiy. 

The secondary security of the Cedulas 
is all the resources of the National Mort- 
gage Bank (Banco Hipotecario Naciona! ) 
which were on December 31, 1919, over 
995,153,512 pesos and accumulated reserves 
of 80,856,772 pesos. The bank was esta)- 
lished in 1886 and has met all its obliga- 
tions punctually. 

The third basis of security and the most 
important one is that both interest serv- 
ices and amortization are guaranteed }y 
the Argentine government. 

These bonds are similar in some 
spects to the United States Federal Farm 
Loan bonds, but the latter are not guaran- 
teed by the United States or the state 
governments. 

The Cedulas enjoy a ready market. They 
are listed on the Buenos Aires Exchange, 
the London Stock Exchange and the Am- 
sterdam Exchange. The sales on the 
Buenos Aires Exchange are very large, 
as shown by the following figures: In 
1910, 143,278,545 pesos; in 1914, 186,438.- 
250 pesos; in 1915, 101,963,500 pesos, and 
in 1920, 390,434,000 pesos. 

They are thoroughly seasoned securi 
ties and have stood the most seven 
tests and financial crisis in many coun- 
tries. These bonds are of course af- 
fected by the course of exchange on 
Argentina, but all indications point to 
a gtadual improvement in Argentine 
exchange. 

Following the Cedulas come the British 
internal war bonds and Canadian war 
bonds. Also included in this class of in- 
ternal bonds of high grade European na 
tions, particularly Scandinavia, whos 
exchanges have not been drastically 
affected by the war. Then come the spec 
ulative internal issues such as the French 
Belgian and Italian. These securities ar: 
affected by constant changes in the rat: 
of exchange and must be placed in a mor: 
or less speculative field. Economic con 
ditions in these countries have been seri 
ously affected by the war and there ha: 
been a considerable depression in the cur 
rencies of these countries, as a result o/ 
the increase in the outstanding currency as 
compared with the gold reserve. Condi 
tions are gradually improving, however 
and it is fairly safe to state that there may 
be a gradual improvement in the curren- 
cies of these countries. However, a return 
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to normal is unlikely for a great many 
years. 
The Speculative Issues 

The next class of securities which have 
een exceedingly popular in this country 
vith a large number of uninformed buy- 

s and in some cases with investors who 
ave been willing to use a part of their 

inds in a more or less gambling venture 

that class which includes the bonds of 
ich countries as Germany, Austria, Hun- 
ry, Czecho-Slovakia and most of the 
istern European nations. These bonds 
re issued in currencies that have suffered 
iormous depreciation through the output 

the governments concerned of almost 
nlimited amounts of paper money. The 
irrencies have depreciated beyond the 
oint where recovery to normal is at all 

»ssible and stringent measures will have 

» be adopted by these countries to place 
gain their currencies upon a normal 
asis. This applies not only to the bonds 
if these countries but also to the bonds 
f the municipalities within these countries. 
Before they may again be placed in the 
investment class, it will be necessary 
for these governments to reorganize 
their currency system, either by repu- 
diation of the present outstanding cur- 
rencies or by establishing a new gold 
parity for their currencies. 

The American investor has taken to 
foreign securities far beyond the expecta- 
tions of anyone in the bond business. The 
United States as a result has become a 
real international market for foreign 
securities and it is but a short time before 
the market will be broadened to include 
railroad and industrial issues of those 
countries that give promise of real eco- 
nomic development. 

We have become a creditor nation and 
that means that we must invest ofr sur- 
plus funds and continue to invest them in 
the industries of foreign countries, as well 
is in the government of those countries. 
This development will naturally lead to an 
increase in our foreign trade and conse- 
quently to an increase in our prosperity. 
It means a wider sphere of influence for 
the United States in foreign affairs, an 
influence which we have already obtained 
in political affairs and which is now open 
to us in industrial and financial affairs. 
The opportunity is here. We have grasped 
it in so far as investing in straight gov- 
ernment securities is concerned and it is 
but a short step before we will become 
real international bankers, by placing be- 
fore the public the securities of reputable 
railroads, industrial and mining issues. 





Keystone Tire Co. Appoints 
New Director 


Announcement is made that Hon. 
William H. Edwards has been elected as 
a Director of Keystone Tire and Rubber 
Company. Mr. Edwards is well known 
not only in this City but throughout the 
country for his many years of public serv- 
ice, which included a term as Street Clean- 
ing Commissioner of New York City un- 
der Mayor Gaynor and more recently Col- 
lector of Internal Revenue for the Second 
District of New York, to which office he 
was appointed by former President Wil- 
son. Mr. Edwards is a Princeton gradu- 
ate and former football player. 
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ARE YOU JUST MUDDLING THROUGH? 


Too many are using the hit-or- 
miss investment method. They 
just muddle through. There is a 
mistaken philosophy about se- 
curities that is responsible for 
the helter-skelter plans so com- 
monly employed. This false 
market idea may be expressed 
thus:—‘“It’s just chance, any- 
how. Maybe I'll be lucky this 
time—if not, oh, well!” 


CLIENTS OF THE INVESTMENT AND 
BUSINESS SERVICE OF THE MAGAZINE 
OF WALL STREET KNOW BETTER 


There is a science about investment that 
will do away with the hap-hazard. The 
minute you stop guessing and begin to 
FOLLOW—not merely read—the guidance 
of THE INVESTMENT AND BUSINESS 
SERVICE experts—just that minute you 
will begin to realize how foolish it is for a 
man to try to guess his way through life. 


SPECIAL THREE MONTHS’ OFFER $30 


Follow the advices and recommendations of THE IN- 
VESTMENT AND BUSINESS SERVICE of The Maga- 
zine of Wall Street. Study its eight-page Service Report 
every week—heed its cautions—buy and sell according to 
its judgment, not merely as set forth in the regular weekly 
reports, but in the special reports sent out between times 
when important changes in the trend or other important 
developments occur. 


You will also be able to repair the mistakes of the past 
—work yourself out of the 
morass of unprofitable trad- 
ing or investing. Where 
your capital is tied up 
in unprofitable issues the 
Investment and Business 
Service will indicate how to 
switch your funds so as to 
take advantage of a rising 
tide in other _ securities. 
The Inquiry Department 
will prove of great value to 
you, for a part of the indi- 
vidual service to subscribers 
is the analysis of your hold- 
ings and of those you may 
contemplate buying. Send 
in your first list of ques- 

: tions with your subscription. 

The cost is $100 a year, but we want you to test it for 

three months—at $30. 


Our experience is that the three-months trial client renews 
for a year when his test subscription runs out. 


Mail the Coupon Today 


saceeeeeeeeeeeeeeeeeeu= COUPON eeceeeeceeeeacucunununuae 
The Investment and Business Service of 
THE MAGAZINE OF WALL STREET, 42 Broadway, New York City 
Gentlemen: Enclosed find my check for {f Send me your Investment and 


an entire year 
or three months 


} beginning with the next issue. 


Business Service once a week for { 




















OIL MAP 


The most complete and 
accurate two-color oil 
map ever published. 


It visualizes the loca- 
tions of 45 leading inde- 
pendent American oil 
companies. 


Contains a resume giv- 
ing latest developments, 
production figures, finan- 
ces, earnings and market 
opinions. 


Invaluable for ready refer- 
ence to every oil stockholder. 


Sent gratis while edition lasts. 


Ask for M.W.-172 


MOSHER, WALLACE 


ee te heb . 
NewYork luce Exchande. 
MEMBERS (Cero aiasted Stock Exchange 

of New York. 
35 Broadway) 50E. 4 4.24 St. 


PHONE: WHITEHALL 1140 | PHONE: VANDERBILT 10250 


WILL BOND PRICES GO HIGHER? 
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WHAT WILL 
STOCKS DO 
IN DECEMBER? 


How Will the Usual Year End 
**Selling to Establish Losses" 
Affect the Market? 


When Will It Be Time to Buy for 


the Usual ‘‘January Rise’’? 


If you hold stocks or contemplate pur- 
chasing you should read our DAILY 
LETTER, 


which covers ten active 
stocks and which successfully forecast 


all the important breaks of the year. 


Our newly established WEEKLY LET- 
TER is intended for the Investor for 
Income—$5 a month pays for it. 


Full particulars of our Services and of 
the stocks we now recommend will be 


sent on request. 
for trial month of the DAILY LETTER. 


Better still, send $10 


Write Department M.W. 


Our. Special Mid-West Mail will 
be found convenient to Chicago 
and nearby subscribers. 


Town Topics Financial 


these gains starting from the low 
level did have much further to 
go before they become out of line with 
similar advances of past years. If 
again I may quote from myself, it is 
not to be expected that the range of 
fluctuation in bonds, the prime in- 
vestment paper, will compare favor- 
ably with the range in stocks, the 
speculative paper par excellence. The 
respective ranges of the two after the 
panic of 1907 was as one to seven. 
That is, based on 100 as the 15-year 
price average, bonds rose from the 
non-seasonable index number 91.54 in 
November, 1907, to 99.99 in December, 
1908,—a gain of about 8% points; and 
stocks rose from the index number 
89.25 in November, 1907, to a high 
point in August, 1909, of 148.13, or 
about 5834 points. 

Viewed as a matter of prices, the 
gain from panic bond buying during 
the last 35 years is very clear. A 
New York banking house finds that a 
dozen or more representative listed 
railroad bonds similar to those chosen 
here rose from the June low prices 
during the panic of 1884, 814 points 
before the close of the year, and over 
17 points during the following year. 
The low prices in the panic of 1893 
were made mostly in August. Before 
the new year prices had risen an aver- 
age of nearly 10 points, and during 
1894 they had risen about 3% points 
more. 

The monetary panic of 1903 by no 
means occasioned country-wide liqui- 
dation, and general banking credit was 
not severely strained; therefore the 
recovery from August low prices ac- 
quired before January was less than 
44 points, and the advance during 
1904 was only about 3% points addi- 
tional, or 8% points in all. The aver- 
age advance from the low of the 
October-November crisis of 1907 to 
the high of 1908 was over 12 points. 

A further substantial recovery from 
the low level of 1920 seems the more 
reasonable when we recall that Atchi- 
son General 4s and: the rest of the rail- 
road group which are only slightly 
higher now than in January, were 
selling 20 points higher when they 
were at their worst in 1903, than when 
they were at their worst in 1920. 
Surely that counts for something in 
estimating the probable extent of the 
revival which is a matter of averages. 
The varying degrees of recovery, dur- 
ing this year, in the several groups, 
must reflect certain influences with 
which we are all familiar. If, for in- 


would be in order, if tax considera- 
tions are not paramount. With this 
same proviso, a move from domestic 
to foreign civil loans might be con- 
sidered to benefit from the disparity in 
yield, or investment in laggard Amer- 
ican industrials, in advance of the im- 
provement in the condition of these 
companies. 

With respect to the decline in rates 
for interest, what could have been 
more manifestly untenable than a con- 
tinuance of the credit stringency of 
the forepart of this year? When trade 
is contracted and our country has ac- 
cumulated $3,500,000,000 or nearly 50% 
of the world’s gold and no concerted 
effort is being put forth to divert our 
lessening energies and enlarging re- 
sources to the economic well being of 
the rest of the world we should ex- 
pect just what has happened; a re- 
laxation of grip by the Federal Re- 
serve Board and a lowering of the 
rediscount rates. and since May a 
pronounced lowering of the daily call 
loan rate at New York amounting in 
all to over 14%. 

It seems that the demands of an in- 
creased trade, domestic or foreign, but 
particularly foreign, will not be such 
as to overbalance for some time to 
come the credit effects of the slow 
subsidence of enormous stocks of con- 
sumable goods through the length and 
breadth of the land. 

The forces at work that have been 
described here have brought us to 
such a pitch in the investment markets 
that all new issues of national scope 
are tremendously oversubscribed in a 
few hours after offering. It is to be 
hoped that American railway affairs 
may be so shaped, that financial re- 
quirements may be met in the advan- 
tageous period that seems to be ahead, 
and that the long-suffering railroad 
investor (suffering since 1906) may 
once again believe that there are two 
sides to a bargain and two directions to 
railroad bond prices. 

Lastly, it should be remembered the 
course of American bond prices, cover- 
ing a period of 50 years, graphically 
presented, shows fairly acute drops or 
sharp “troughs” in the monetary crises 
of each business depression, but on the 
other hand the “peaks” of high bond 
prices are not peaks at all, but rather 
flatly rounded plateaux, giving the 
graph the appearance of a scallop. In 
other words, when communities and 
corporations enter a period of easy 
borrowing, usually they are likely to 
enjoy that period for a matter of years 
rather than of months. 


LEGAL NOTE 
Reorg izati Stockholders 








Stockholders who pay for their stock in 
reorganized corporation and get nothing 
for their old stock are not liable for the 
debts of the old corporation—Oehring vs. 
come when a transference of invest- Fox Typewriter Co., 272 Fed. Rep. 833 
ment from the latter to the former (1921). 
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stance, the present disparity in uplift 
between railroad and domestic civil 
loans should continue, the time should 
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Stock Options 


Offer great money-making 
possibilities. No margin 
is required, as the risk is 
limited to their first cost. 


Investigate the advan- 
tages of this valuable 
method of stock trading. 
Circular W, describing 
their employment in place 
of stop orders; to supple- 
ment margin; their insur- 
ance value, and other im- 
portant features will be 
sent free upon request. 


Write us for quotations. 
We can always offer the 
most attractive contracts 
for either large amount of 
stock or odd lots. 


S.H. WILCOX Co 


PUTS ana CALLS 


GUARANTEED BY MEMBERS OF THE 
NEW 


YORK STOCK EXCHANGE 
233 Broadway New York. 
Phere Barclay 52/6 


LACKAWANNA STEEL 
(Continued from page 105.) 

















American 
Locomotive 


The premier industrial 
of its kind in the world, 
owner of a half-dozen or 
more manufacturing 
plants strategically lo- 
cated, and a highly pros- 
perous concern. 


Analytical report on 
company’s present 
status, earnings, finances, 
dividend record, book 
value of shares, etc., to- 
gether with their market 
highs and lows mailed 
free on request. Also 
timely information on 


Pan Amer. Petroleum 


Chesapeake & Ohio Ry. 
Union Oil-Royal Dutch 


Ask for M.W.650 


KOHLER, BREMER ¥ @ 


* STOCKS - BONDS - 


32 Broadway, Hampton Hotel, 


NEW YORK ALBANY, RY 
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course, due to the situation described, there 
will be a deficit of at least $6.00 a share. 
Next year the outlook is that the company 
will improve its earning power and pos- 
sibly even show a small profit. 

Since 1916, dividends varying from $6 to 
$9 were paid on the stock, but the divi- 
dend—then at $1.50 quarterly—was passed 
last May. Under existing circumstances, it 
is doubtful that dividends will be restored 
for at least a half year. However, the 
company has shown strong earning 
power under favorable conditions and 
with a general turn in the affairs of the 
industry the probabilities are that the 
common stock will eventually get into 
the dividend-paying class. 

It has a high asset value, estimated at 
nearly $190 a share and indisputably is a 
strongly fortified issue. At its present 
price of 42 it is selling only 10 points from 
the lowest price this year, but 50 points un- 
der its highest of last year. It seems to 
be on the verge of discounting the more 
favorable conditions ahead and very prob- 
ably at this price offers an excellent specu- 
lative opportunity. 


International 
Optimism 


CONSCIENTIOUS and far-sighted 
men—statesmen, bankers mer- 
chants and large employers of labor 
throughout the world—are concen- 
trating their efforts and activities to- 
wards removing all international 
friction and strengthening commer- 
cial and economic relations. 

We are in close touch with these 
avenues of constructive endeavor 
and are in a position to recommend 
many stocks and bonds for invest- 
ment which we regard at the present 
time as highly advantageous. 





Send fo r our special list of ““Sug- 
gestions” and information concern 
ing ur Monthly Instalment Plan 


Write to Department MW 


SPE NCER SH 


* STOCKS & BONDS ° 
50 BROAD STREET, NEW YORK 


UPTOWN OFFICE, 126-30 East 59th St. 




















WHAT ABOUT SOUTH AMERICA? 
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South American Production 

So many disappointments have resulted 
from what is called “potential” production 
estimates that practical oil men do not al- 
ways attach as much importance to them 
as promoters sometimes do. In Peru 
and in Argentina, where commercial and 
marketed production has been a matter of 
record for some years, very dependable 
figures can be given. Those two coun- 
tries are producing around 10,000 barrels 
a day, Peru furnishing 7,000 barrels, and 
more recently the known production of 
Venezuela’s largest producing company has 
become known. 

For the first 9 months of the present 
year Caribbean Petroleum Co. produced 
1,005,000 barrels, two-thirds of which were 
sent to the Curacao refinery, the remainder 
being disposed of locally in Venezuella. 
At present the figures of production are 
considerably in excess of this. From wells 
being disposed of locally in Venezuela. 
daily production may be anywhere from 
10,000 up if all wells were open reg- 
ularly. Colombia’s three actually com- 
pleted wells will make temporarily at 
least 12,000 barrels a day, but the 
oil is not yet regularly marketed. 
For purposes of comparison these produc- 
tion figures do not equal West Virginia’s 
17,000 barrels, Pennsylvania’s 16,000 bar- 
rels or Ohio’s 14,000 barrels daily. Mexi- 
co had a more spectacular beginning than 
South America, two wells there making 
150,000 barrels a day; but so far South 
America’s productive area is much greater 
than Mexico’s present productive area. 
In the character of its wells South Amer- 
ica more nearly resembles the United 
States. 


New Ideas for the Investor 


The outgrowth of 26 years of scien- 
tifle study, observation and practical 
test by G. C. Selden, internationally 
known af & market ae 


and stimulating. 


FREE upon request. 
Ask for Booklet M6é 


GRAPHIC RECORD CORPORATION, 
29 Broadway, New York City. 





———— 
WANTED 


Reliable Parties to Take Over 
Nine Tenths of a Large Free- 


Milling Gold Property 


Just Incorporated for 
$2,500,000 


This property consists of forty- -one mining 
claims, twenty patented mines, with pat- 
ented Mill site, power and water rights. 
Road costing $50,000, completed to end of 
property, within two miles of standard 
gauge railroad, in one of the oldest mining 
districts, situated in one of the greatest 
health sections of the southwest, the finest 
Hunting, Fishing and outing country in the 
U. S. Best automobile roads in the West, 
within two hours’ drive of the greatest 
virgin timber belt in the U. S. (Statement 
of the U. S. Forestry Service.) 

Engineers’ report shows $50,000 worth of 
free milling ore in sight, and advises the 
expenditure of $25,000 to $50,000 in addi- 
tional development work and the erection 
of a mill for treating ore. 

The original owner has struggled along 
for over twenty years, trying to complete 
development and hold property for him- 
self, but now wishes to get the property to 
producing, and prefers a small interest in 
the property producing than retain all of 
the property idle. 

Owner has just completed organization of 
company, with capitalization of $2,500,000 
stock non-assessable, not a share ever be- 
ing offered for 

Best of references as to the standing of 
owner. Fullest investigation demanded, and 
parties going into property must be those 
actually investing. No promoters, or pro- 
motion inducements to offer. 


Box 19, Magazine of Wall Street, 42 Broad- 








way, New York. 


145 











PUTS & CALLS 


If stoek market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 


Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities 
afforded by Puts and Calls to take ad- 
vantage of the fluctuations on a small 
cash outlay. When trading with Puts and 
Calls your loss is at all times limited to 
the small amount paid for them, while 
profits are unlimited, or all that a rise 
or a decline in a stock permits. Puts 
offered on June 3rd, 1921 on enone 
Petroleum at 140 showed $3400.00 net prof- 
it on each 100 share Put by June 2th, 1921. 


OUT nad TOWN CUSTOMERS 








My out of town customers who are not 
in touch with > market are able to 
take edvestage the fluctuations with 
Puts and Cal + yt as oe a phey were 
in my office. y potease 
telegraph code enables "you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the fh sy chart will be included 


WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 


20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1896 
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CO-OPERATIVE FARM MOVEMENT 
(Continued from page 83.) 











War Finance Corporation, and there is 
a possibility that it may eventually 
press for the nationalization of the rail- 
ways as part of its plan of driving a 
straight route from the producer to the 
consumer. The meat packing industry 
has been crimped by the farm bloc law, 
putting stockyards under federal con- 
trol; the grain dealers have been 
pinched by the futures trading law, and 
the cash grain buyers are fighting for 
their business lives. If the farm bloc 
wins its fight to keep the high income 
sur-tax rates, the present drying up of 
the investment streams that feed new 
enterprises and expand old ones will 
continue. The recent $25,000,000 addi- 
tion to the revolving fund of the Farm 
Loan Banks—with probably more to 
follow—plus not unlikely legislation 
that will enlarge the provinces of those 
banks—severely restricts the farm- 
mortgage investment field. If the 
farmers succeed with their financing 
corporations, the commercial banks will 
be virtually ousted from a lucrative 
field. If the co-operative grain selling 
scheme succeeds the enormous invest- 
ment in elevators and warehouses will 
be wiped out except tor what may be 
salvaged by leasing or selling the phy- 
sical plants to the farmers; and the 
grain commission merchants will enroll 
with the unemployed. Assuming the 
success of the co-operative cotton sell- 
ing ventures, there will be like results 
in business of financing and distributing 
cotton. 


Insurance Proposals 


While, it is not yet a plank in the united 
farmers’ platform, there is a powerful sen- 
timent in favor of offering a national char- 
ter to one of the six great national life 
insurance companies on condition that it 
effect working as well as theoretical mu- 
tualization, establish insurance departments 
to meet every sort of insurance require- 
ment from life to crops, advance $50,000 
of working capital to each of 48 state 
branches of a farm loan society and work 
hand-in-glove with that society. It is 
proposed to start the latter with a loan 
of $25,000,000 from the Federal Treasury. 
The basic thought is that the insurance 
company would insure the farmer’s assets 
of évery description, thus making them 
eligible for loans from the credit society. 
Such a double-barreled enterprise would 
tend to give the favored company a monop- 
oly of a large part of the insurance busi- 
ness of the whole country, and would 
divert its investments from present fields 
to a very considerable extent. On the 
other hand the loans of the credit so- 
ciety would open up an immense field 
for small investors—as well as large— 
in short-time securities,.and would at- 
tract a large part of the nation’s invest- 
ment fund from present channels. 

Should rural co-operative buying de- 
velop as selling has, it would work far- 
reaching changes in the present commer- 
cial structure with many reflexes of in- 
terest to investors. The great mail order 


houses would be the first to fcel the effects 
as the first business to come to the rural 
co-operative buying associations naturally 
would be the buying that is already done 
outside the local: retail distributors. Suc- 
cessive steps would affect the retail stores 
and the city jobbing houses. The manu- 
facturing industries might benefit from 
direct selling to the co-operatives, and the 
latter will be very slow to venture int 
the manufacturing field. The efforts of 
the farmers to stimulate co-operative buy- 
ing of farm products by city consumers, if 
largely successful, would have an untoward 
effect on chain grocery stores as well as 
others and would greatly restrict the field 
of individual capital. The possibilities 
are suggested by the assertion of the co- 
operators that practically the entire Michi- 
gan potato crop is being -sold this year o1 
a producer-to-consumer basis. The labor 
unions of the cities provide ready-made 


distributive machinery for this business 
and direct selling is being stimulated by 
an organization financed by several of the 


great national unions and many of the 
farm organizations. 


For the Farmers’ Good 

It would take pages of space to recite 
in detail what the co-operators have al- 
ready accomplished and discuss all the 
possible and actual effects of present and 
planned achievement. It will be manifest, 
however, to anyone that a movement that 
purposes to short-cut the whole present 
relation of consumer and producer of 
farm products is certain, if it succeeds, to 
work such radical changes in the entire 
commercial fabric that the consequences 
will be very far reaching and often un- 
foreseen. The careful investor, therefore, 
will have more and more to consider the 
effects of the rural co-operative movement 
as related to investment dispositions—not 
forgetting the possibility of the realiza- 
tion of the farmers’ hopes that it will pro- 
mote rural prosperity and, therefore, buy- 
ing power. 





NICKEL PLATE 
(Continued from page 99.) 











a par value of $100 per share. For the in- 
vestor who is willing to sacrifice some- 
thing in security for a larger return on 
his capital the 2nd preferred stock can 
be recommended as the more desirable 
purchase of the two Nickel Plate preferred 
issues. After 5% has been paid on the 
Ist preferred stock the 2nd preferred is 
entitled to 5%. The 2nd preferred stock 
has the same rights as to extra dividends 
as the Ist preferred. Dividends on this 
stock have not been as regular as on the 
Ist preferred, but earnings have been suf- 
ficient to cover the dividend in every. year 
since 1910 with the exception of the year 
1914. For the ten years ended December 
31, 1920, earnings averaged over twice the 
dividend requirement. In both 1919 and 
1920 earnings were about 3.8 times re- 
quirements and for the current year earn- 
ings are running well in excess of the pre- 
vious two years. The stock yields about 
8.3% at current levels. In the opinion of 
the writer this is much too high a yield 
for such a well secured preferred stock. 
The period of 8% yields for good pre- 
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Guide to Profitable Investments 


THE INVESTOR’S 
POCKET MANUAL 


72 Page Booklet Issued Monthly 


tatisticak description of 400 corporations; 
ondensed reports; 5,000 high and low rec- 
s, complete history, earnings, divi- 
nds, etc., will be furnished FREE by 
ir local investment house to investors 
traders on request OR we will fur- 
sh the names of reliable houses who 
| supply FREE monthly copies OR for 
latest issue will be sent direct by 
INANCIAL PRESS, Publishers, 17 Water 
New York. 








STOCK MANUAL 


It contains over 250 pages of 
valuable condensed statis- 
tics and information lative 
to stocks and bonds listed 
on the leading exchanges in 
United States and Canada. 
cannot se send for Booklet 
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MEXICO 


For sale—Rich Mexican lands; tracts 
00 to 1,000,000 acres at bargains. 
Write, CLARK & JENSEN, 
Box 6, Inglewood, Cal. 





ferred stocks is passing rapidly and it will 
probably not be very long before the real 
excellent speculative investment. 

The common stock of Nickel Plate is 
worth of this stock is realized. It is an 
selling within five points of the 2nd pre- 
ferred stock. and with but this narrow mar- 
gin between them the 2nd preferred stock 
seems to be considerably the more attract- 
ive. The common stock has absolutely no 
greater speculative possibilities than either 
the Ist or 2nd preferred stocks because of 
the provision for extra distributions pre- 
viously pointed out. The common stock is 
entitled to a dividend of 5% only after 
5% has been paid on both preferred issues 
and is, therefore, the least desirable of the 
three issues. However, there are good 
speculative possibilities in this class of 
stock. 

Under normal conditions the road has 
shown its ability to cover a 5% disburse- 
ment on the common by a very substantial 
margin and in fact has reported a balance 
in almost every year since 1904. For the 
ten years ended December 31, 1920, the 
earnings of the company averaged about 
49% on the common stock. This is ex- 
clusive of the year 1914, which was the 
only year that Nickel Plate did not earn 
something on the common stock. The 
most impressive factor has been the ex- 
ceptionally good showing the road made 
during the period of Government control 
and the excellent earnings for the current 
year. During this entire period the in- 
crease in gross earnings has been more 
rapid than the increase in operating ex- 
penses and the road made the best show- 
ing in its history. Earnings for 1918, 1919 
and 1920 equaled over $7.60 per share on 
the common per annum. For the first 
nine months of the current year earnings 
were at the annual rate of $9.30 a share on 
the common. These figures are calculated 
on the basis of all earnings in excess of 
5% on the common being divided equally 
among all classes of stock. Thus far this 
year the company has paid out 10% on 
the common stock out of 1919 and 1920 
earnings to cover the 5% dividends which 
had been earned but not paid in those years. 
A final settlement with the: Government 
was made on August 31, 1921, for 
$3,000,000 which greatly improved the 
road’s financial position. The common 
stock is now on a regular 5% per annum 
basis. 

The common stock is selling around 55 
at which price the yield is about 9.1%. 
As previously stated, the writer prefers 
the 2nd preferred to the common at this 
small discrepancy in price, especially since 
the common has had a tremendous rise 
this year and cannot very well sell above 
the 2nd preferred under the existing pro- 
visions as to dividends. Both preferred 
stocks, however, offer very attractive pos- 
sibilities for enhancement in value at their 
current levels. 





DIVIDENDS 





EXECUTIVE 


or 16 years in complete charge of financial, 
ccounting and purchasing departments of 
large corporations desires to make a change 
ibout January Ist. Age 36, highest refer- 
ences, salary $6,000. Address—Box 2, 
Magazine of Wall Street, 42 Broadway, 
New York. 











for NOVEMBER 26, 1921 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 


129TH DIVIDEND 

The regular quarterly dividend of Two Dol- 

lars and Twenty-Five Cents per share will be 

aid on Monday, January 16, 1922, to stock- 

olders of record at the close of business on 
Tuesday, December 20, 1921. 

H. BLAIR-SMITH, Treasurer. 





























































We specialize in 


U.S.STEEL 


You can purchase this stock on our 
convenient Partial Payment Pian. 
Stocks and Bonds sold for cash or car- 
tied on conservative margin. 


EMANUEL, VARCOE & CO. 
52 Broadway New York 


































10% Somt-annuaity 


on investments in monthly payments or 
lumps sums; Safety; Real Estate Secur- 
ity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 
Okmulgee Oklahoma 
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Heywood Brooks & Co. 


Popular Preferred Stocks 
149 Broadway New York 




























this size 
properly prepared ‘ 
will bring you results! 
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Another Reduction in 
Goodrich Tire Prices 


Including Silvertown Cords 
and Inner Tubes 


On May 2, 1921, Goodrich tire prices were reduced 
20%. This reduction made at the very opening of the 
motoring season was received with great enthusiasm by 


automobile owners from coast to coast. 


The B. F. Goodrich Rubber Company now announces 
a further drastic reduction in prices effective November 


15th. 


A 32x4 Silvertown Cord costs today at 
these new prices $32.40. The price of 
this tire last April was $52.30. The sav- 
ing is $19.90. 





A 30x3% Safety Fabric now costs 
$13.75. The price in April was $20.00. 
The saving is $6.25 or $25.00 on a set 
of four tires. 


Corresponding reductions apply on all other sizes and 
types of Goodrich Fabric Tires, Silvertown Cords and 
Inner Tubes as well as all types of Motor Truck Tires. 


The B. F. Goodrich Rubber Company 
AKRON, OHIO 
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